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THE BHNKER 
A Banker’s Diary 


Mid-May—Mid-June 


Monty has remained very easy, and even the absence 
of Treasury bill maturities for three consecutive days at 

the end of May failed to affect the position. 
Cutside money has been available at } per 
cent., and the absence of any seasonal 
expansion in the tender issues of Treasury bills has been 
reflected in a weakening tendency of discount rates. 
lor one week in early June the clearing banks had to 
reduce their minimum buying rate for hot Treasury bills 
from 12 to ~ per cent., though they have since restored 
it to #2 per cent. The outside rate, however, has been 
down to 2§ per cent., and the tender rate has also sagged 
practically to that figure. The discount market has 


lo 


The Money 
Market 


remained very inactive. The payment of the latest 
Funding Loan call was timed to coincide with the 3§ per 


cent. War Loan dividend payment of June 1, and as the 
amounts involved were practically equal, there was 
little disturbance to the money market. Comparatively 
small changes occurred in the portion of the floating 
debt due to public departments, which suggests that 
they do not hold much of the Funding Loan. Still othe: 
imponderables, including the operation of the Exchange 
-qualisation Account, probably affected the position ot 
public departments. 


STERLING has remained subject to pressure during the 
whole of the period under review. Between May 17 and 
June 18, the New York rate moved from 

The Foreign 85°11 to 85-04}, and the Paris rate from 
Exchanges [rs. 77} to Frs. 703. The discount o7 
three months’ francs has also shrunk to the 

relatively narrow margin of g centimes, equivalent to 
less than $ per cent. per annum, whereas the relative 
level of money rates in London and Paris would justify 
a higher discount. The British control has frequently 
intervened in the London market, and has on each 
occasion sold small quantities of frances, and_ official 
french operations have also been suspected. There is 
no evidence of any direct American official intervention, 
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but purchases of silver made in the London market on 
behalf of the American Treasury have had the same 
effect. The weakness of sterling is regarded as a perfectly 
natural movement, due to the recovery of confidence in 
France and the repatriation of French funds, profit- 
taking by foreigners who had been operating on the 
London Stock Exchange, and the withdrawal of their 
funds, and possibly the development of an adverse 
British trade balance. This last explanation must be 
accepted with caution, as trade influences are always 
slow in making themselves felt, while sterling is not 
affected by British trade alone, but by the trade balance 
of the whole sterling area regarded as a single unit. 
German marks naturally weakened on the Reichsbank’s 
gold losses and the announcement of the moratorium. 
On June 18 the official rate was Rm. 13-24, compared with 
Rm. 12:90 on May 17, while the discount on registered 
marks has widened from 30 to 36 per cent. Registered 
marks have lately been a difficult and nominal market. 


THE latest report of the Bank for International Settle- 
ments contained an estimate to the effect that the 
, amount of foreign short-term funds in 
—_— London had risen again to its 1930 level, 
Position 20d there is evidence that this has aroused 
certain misgivings abroad as to the sound- 
ness of London’s short-term position. Conditions, how- 
ever, are very different from what they were in 1931. 
The budget has been balanced, our adverse balance of 
payments has been largely reduced, and, above all, 
sterling is no longer over-valued in terms of other curren- 
cies. Again, now that many countries are linked to 
sterling, their central banks have to hold sterling as part 
of their normal reserves. These balances are not going 
to be withdrawn unless the position of those countries 
themselves becomes adverse, and so hardly need to be 
taken into account in assessing London’s position. 
Incidentally, so long as those currencies remain linked to 
sterling, those balances will remain immune from the 
effects of any depreciation of the pound in terms of gold, 
for those currencies will by hypothesis depreciate as 
well and maintain their sterling value. This is a further 
reason against the possible withdrawal of those balances. 
B 
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Again, the Bank of England’s gold holdings to-day 
possess the nominal value of {191 millions and a market 
value of over £300 millions, and these figures exclude 
the gold and devisen held by the Exchange Equalisation 
Account. Even granted that London by virtue of her 
leadership of the sterling area must be prepared to hold 
large gold reserves, her present reserves are so large 
as to dispel any fears as to the vulnerability of sterling. 


May witnessed the first setback for the year in the trend 
of bank advances, which had previously been rising. 
May The actual figures were £754-8 millions 
Clearing for May, £758-7 millions for April, and 
Bank {774-8 millions for May last year. Too 
Averages much should not be read into this very 
small reduction, for May witnessed a definite recession 
in Stock Exchange activity, and so loans against securi- 
ties may have contracted. According to all reports, 
commercial and industrial advances continue to expand 
very slowly. Cash was reduced from {221-9 to {217-9 
millions between April and May, but is still £12-3 millions 
above May last year. Deposits, however, rose from 
£1,852-4 millions in April to £1,858-2 millions in May, 
against £1,944-0 millions a year ago. This year’s increase 
in deposits is due to increases from {211-6 to {222-5 
millions in bills and from £533°7 to £541°5 millions in 
investments. The former increase is seasonal, for at 
that time the Treasury bill issue was expanding. The 
increase in investments looks more like an act of deliberate 
policy, for with the decline in cash the banks had no 
grounds for adding to their assets and so to their deposits. 
Perhaps the banks were taking advantage of the May 
setback in the gilt-edged market. 


THE May trade returns showed the usual seasonal 
recovery after the Easter holidays. Imports rose from 
May £56:3 to {61°7 millions, and British exports 
Overseas from £30-1 to £32°8 millions. Re-exports, 
Trade —_— however, fell from £5-0 to £4:8 millions. 
The corresponding figures for May last year were: 
imports, £57°3 millions; British exports, £30°8 millions ; 
and re-exports, £3°8 millions. This year’s figures are 
therefore still running above those for 1933. Taking 
the first five months of 1933 and 1934, imports have 
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risen from {267-0 to {301-2 millions. Raw material 
imports have risen by {21-8 millions, and manufactured 
goods imports by {11-4 millions. This last figure has 
aroused some comment, but it is a legitimate consequence 
of our trade revival, and the increase in raw material 
imports is proportionately much the bigger of the two. 
British exports have risen from {113-2 to {120-8 millions. 
{7:6 millions of this increase is in the manufactured 
goods category, but it cannot be said that our export 
trade is expanding as rapidly as our internal trade. 


DuRING the past few months there have been published 
in THE BANKER a series of articles designed to provide 
The the answer to the ill-informed agitation 
Bankers’ noticeable in certain quarters against our 
Case —_— present joint-stock banking system. This 
agitation never possessed any real substance, but after 
several years of depression public opinion is in the mood 
to look for scapegoats, and so there was some danger 
lest this agitation might have too much influence. For 
this reason we welcome a recent speech by Mr. C. T. A. 
Sadd, an Assistant General Manager of the Midland 
Bank. Speaking to a business audience, he outlined the 
case for the banks in much the same terms as those of 
our own articles, and also cited some calculations from 
the Economist which show that the banks’ margin between 
interest payable and receivable is much less than is 
popularly supposed. While in general we agree that the 
banks should not allow themselves to become involved 
in political controversy, the position is entirely altered 
when the banks themselves are made the target for 
criticism. The banks ought not to let their case go by 
default, and we hope that many of Mr. Sadd’s colleagues 
in the banking world will find opportunities to follow 
the lead which he has given and put their case in simple 
uncontroversial language before the public. 


RECENT American banking legislation has had many 
repercussions, and among them is the transformation of 
An the famous house of Messrs. Morgan Grenfell 
Important & Company from a private unlimited com- 
Banking pany into a private limited company. The 
Change. existing partners become the directors of 
the new company, the capital has been fixed at £5,000,000, 
B2 
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of which {1,700,000 is paid up, and the purpose of the 
heavy uncalled liability is to preserve as far as possible 
the spirit of the underlying principle of the house that 
the private fortunes of the partners should be held 
available to meet the needs of the house. The purpose 
of the change is to allow Messrs. J. P. Morgan & Company, 
of New York, to retain their interest in the house, without 
contravening the new American banking laws. As our 
New York correspondent points out on a later page, 
Messrs. J. P. Morgan & Company have decided to relin- 
quish their investment business and to confine themselves 
to private banking. Messrs. Morgan, Grenfell & Company, 
on the other hand, will continue to act as an issuing 
house, and that would preclude Messrs. J. P. Morgan & 
Company from having a direct stake in their business. 
The new American legislation, however, permits private 
bankers to hold shares in companies engaged in issuing 
business, and so the change in the structure of Messrs. 
Morgan, Grenfell & Company provides a simple way out 
of the difficulty. 


The German Moratorium 
‘Tie announcement by Germany of a six months’ 


transfer moratorium in respect of all her medium- 

term and long-term loans has created an ugly 
impression, even though it was not unexpected and in 
some respects justified by the facts. To some extent the 
creditors and their representatives only have themselves 
to blame, for the negotiations with Germany partly broke 
down through divergences of opinion between the 
creditors’ representatives and the insistence of certain 
countries on their right to preferential treatment. Still 
the world is by no means convinced that Germany has 
done everything within her power to maintain payment, 
and her action is certainly not calculated to assist her 
credit. 

Up to a point Germany had a strong case, and had 
she put forward a scheme for converting her external debt 
on to a basis now in correspondence with the low rates of 
interest accepted by the investor to-day, it would have 
been difficult to resist her. She did not do that, however, 
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and instead has brusquely proclaimed a moratorium and 
has extended it to embrace the Dawes and Young loans 
which rested on the pledged word of the Reich. This is 
perhaps the most unfortunate aspect of the whole 
business. The actual amount of money involved in the 
service of these two loans was not enough to make the 
difference between German solvency and bankruptcy, 
and so she would have been much better advised to keep 
her pledges. We are glad to see that the Bank for 
International Settlements, as the trustee of these two 
loans, at once adopted a firm and uncompromisng attitude. 

Before discussing the moratorium itself, one pre- 
liminary point may usefully be cleared out of the way. 
The moratorium is not to apply to Germany’s short- 
term debts, or to the interest on bills subject to the 
standstill agreements. This apparent discrimination 
may create some misgivings in the minds of holders of 
German bonds, and they may feel that bankers and 
others interested in the standstill agreements are being 
conceded preferential treatment. We suggest that this 
is an erroneous and shortsighted view to take. A large 
part of Germany’s external trade is financed by means of 
foreign acceptance credits and the bills drawn against 
them. Were Germany to default on these, the facilities 
would at once be withdrawn and this would lead to an 
immediate breakdown of Germany’s external trade. This 
explains why Germany has excluded her short-term 
liabilities from the moratorium. The bond-holders should 
equally realise that the maintenance of the standstill 
interest payments is in their interest, for if Germany’s 
external trade collapsed, their hopes of receiving any 
further payment would at once disappear. 

Germany’s main case for a moratorium is that owing 
to the inability or refusal of the world to buy her goods, her 
trade surplus and her gold reserves have practically 
disappeared, so that the further service of her external 
debt has become a flat impossibility. Up to a point her 
attitude is justified by the facts. Her gold reserves are 
now practically down to zero. German external trade has 
suffered from the general shrinkage in international 
trade. The depreciation of sterling and the British 
tariff have made heavy inroads into her normal trade 
surplus with this country. Her general export surplus 
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which was created during 1930-1932 by drastic import 
restriction is rapidly disappearing. The depreciation 
of the dollar has affected her trade with the United States. 

Nor should too much be made of some of the criticisms 
of Germany which have been heard during recent weeks. 
It is alleged, for example, that Germany has embarked 
upon a policy of internal credit inflation and economic 
expansion, which has had the effect of increasing her 
imports of raw materials. To some extent this is true, 
but the Reichsbank’s return so far bears little evidence of 
inflation. The worst that can be said is that the Reichs- 
bank has not deflated to keep pace with its gold losses, 
but a deflation upon so severe a scale could only have 
ended in widespread depression and even social disorder. 
Germany can hardly be blamed for seeking to revive 
herself internally, and in the long run it is to the bond- 
holders’ advantage that she should do so. 

The allegation that Germany has been frittering away 
part of her foreign exchange assets in the repurchase of 
her bonds also needs interpreting with care. The fact is 
that the repurchase of these bonds is part of her system of 
financing additional exports. The exporter has bought 
these bonds at a heavy discount and has resold them to 
the debtor on which they are a charge at a substantial 
profit. This has enabled him to cut his export price and 
to secure orders which otherwise would have gone to 
foreign competitors. As part of the price of these 
additional exports has been paid in foreign currencies 
the net result of this device is some addition to Germany’s 
foreign exchange assets, though the increase is not so 
great as under conditions of straightforward exchange. 
Still, without this device the goods would not have been 
sold, and there would have been no addition to Germany’s 
foreign exchange assets at all. ' 

On the other hand there are several charges to which 
Germany has yet to find a reply. The first is that she 
has allowed the reichsmark to become over-valued in 
terms of most foreign currencies. It is easy to understand 
her desire to adhere to gold, for there are still bitter 
memories of the former inflaton. Yet she has shirked the 
internal deflation which adherence to gold demanded, and 
it logically followed that in order to maintain a favourable 
external balance, she should have devalued the mark by 
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15 or 20 per cent. With the examples of England, 
Austria and Czechoslovakia before her, she cannot 
pretend that there is any risk in a controlled and deliberate 
devaluation of this kind, and her failure to have done so 
robs her pleas that she is unable to transfer her external 
debt payments of much of their substance. It is true 
that devaluation would have involved a proportionate 
increase in the reichsmark cost of her external debt, 
and it is also possible that any attempt to expand her 
export trade by means of revaluation would have been 
met by fresh barriers abroad. Still as matters stand, she 
cannot say that she has done everything within her 
power to maintain the service of her debts. For one 
thing, if the mark ceased to be over-valued Germany 
could do away with many of the devices surrounding 
additional exports, so that eventually the whole of the 
foreign currency proceeds of the sale of her exports would 
be available to meet her general needs including the 
discharge of her foreign debts, instead of only a portion 
as is the case at present. 

There are two further much-debated questions, both 
of which are political in character. One is the question 
whether any of Germany’s imports are being used for 
re-armament. Little tangible evidence either way has 
so far emerged, but quite apart from political con- 
siderations it is obvious that Germany ought to pay her 
debts before paying for imported munitions. The second 
question is that of the alleged boycott by foreign Jews 
against German goods. Here again any statistical evidence 
of its success or intensity is lacking, but it is legitimate to 
remind her that if she adopts or permits a social policy 
which arouses the antagonism of a body of her foreign 
customers, she exposes herself to the reply that her 
inability to pay her debts is to that extent her own fault. 

It appears that Germany’s case is sound up to a 
point, but that it possesses certain serious weaknesses, 
while the whole of it has been spoiled by its manner of 
presentation. The British Government has replied to the 
moratorium by a threat to impose exchange clearing. 
It is probable that if payments for British imports of 
German goods were impounded, we would gain enough to 
pay for our own exports and probably at least the service 
of the British tranches of the Dawes and Young loans. 
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Whether any surplus would remain is more problematical. 
Germany’s export surplus vis-a-vis Great Britain is not 
what it was several years ago, but it is possible that it 
will increase slightly in the near future. Taking the 
Empire as a whole, Germany has a deficit, and this may 
create certain difficult problems. 

Still, all said and done, exchange clearing is but a 
palliative which will inflict serious inconveniences upon 
the banking and trading community. It means a further 
series of trade restrictions, and a further sub-division of 
international trade into water-tight compartments. For 
these reasons, we hope that an equitable settlement of 
the whole question will be reached without undue delay. 
The fact that Germany’s present attitude renders it more 
difficult to reach such a settlement by international 
agreement makes the declaration of the moratorium and 
its attendant circumstances all the more regrettable. 
Were Germany to resume payments on the Dawes and 
Young loans, to apply for their conversion to present-day 
rates of interest, and to consider a moderate devaluation 
of the mark on the understanding that retaliatory action 
would not be undertaken abroad, she would at least be 
making a contribution to a settlement which the rest of 
the world would find it difficult to resist. The question of 
the transfer (or possible conversion) of the remainder 
of Germany’s external debt could then be discussed on 
its merits and in the light of the new position which 
would arise were this initial offer to be made andaccepted. 


1 
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The London Municipal Bank 


MONTH ago the new Labour majority signalised its 
A recent return to power in the London County 
Council by bringing forward a proposal for the 
establishment of a London Municipal Bank. So far as 
can be told the new bank is to function along lines similar 
to the Birmingham Municipal Bank, and this means that 
it will not engage in commercial banking in the usual 
sense of the word, but will act as a savings bank. The 
Birmingham bank also runs a department for financing 
the purchase of house property, much on the lines of the 
building societies, and so it appears likely that the 
London Municipal Bank—if and when it is established— 
will compete chiefly with the savings banks and building 
societies and not with the joint-stock banks. Evenso, the 
questions remain, is there room for such a bank? And 
can it under present conditions hope to avoid working at 
a loss ? 

Supporters of these projects have naturally been 
vocal in its favour. They have pointed out that the 
existence of the bank would greatly facilitate the routine 
work attendant upon the payment of L.C.C. salaries (does 
this imply that all L.C.C. employees will be forced to 
keep accounts at the bank?) They have argued in 
familiar fashion that the new bank will mobilise the 
savings of the people of London for use on their behalf. 
They have even claimed that the new bank would be able 
to furnish the L.C.C. itself with temporary loans at 
cheaper rates than they can obtain elsewhere. The 
example of the Birmingham bank has been frequently 
appealed to and the point is made that if Birmingham can 
operate a municipal bank successfully, surely London can 
do so as well. 

Now in any comparison between London and Birming- 
ham there are one or two points to be borne in mind. 
Firstly, the Birmingham bank was founded in peculiar 
circumstances. The date of foundation was the middle of 
the war. It so happened that Birmingham was singularly 
ill-equipped with savings banks, and that some such 
institution was really needed if Birmingham was to 
play her part in the national subscription to Government 
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loans. At that date, the building societies were only a 
fraction of their present size, and even the joint-stock 
banks were not then recognised as among the natural 
repositories of small savings, as they are to-day. Saving 
certificates were in their infancy, and the Post Office 
Savings Bank only paid 2} per cent. Thus, in Birmingham 
there was definitely room for a savings bank, either 
publicly or privately owned, and the Birmingham 
Municipal Bank was fortunate in two more respects. 
Firstly, it came into being during an era of dear money, 
so that it could at once establish a margin between 
deposit rates and interest rates sufficient to cover its 
expenses. Secondly, it had the advantage of starting its 
life under very able management. 

The position in London to-day is entirely different. 
Compared with London, Birmingham is a relatively 
compact area, and the Municipal Bank can meet the needs 
of its customers through a relatively small number of 
branches. The London County Council covers an area 
spreading from Highgate in the north to Sydenham in 
the south, and from Hammersmith in the west toWoolwich 
and Poplar in the east. For the London Municipal Bank 
to cover this huge area adequately, it would need some- 
thing like 200 branches, each with its overhead expense, 
including rent, rates, heating, lighting and staff. If 
the cost of many of these branches were compared with 
the deposits they would carry, it will be apparent that 
a bank of this wide-spread character would be an 
expensive bank to run. On the other hand, political 
considerations alone would force the London County 
Council to provide a branch within easy reach of almost 
every street in its area. 

This brings us to the cops consideration, namely, 
the deposit and interest rates at which the bank would 
have to work. The minimum rates payable on its deposits 
can be calculated very easily. To-day, the Post Office 
Savings Bank pays 23 per cent. The yield on National 
Savings Certificates is just over 3 per cent., while many 
building societies now pay 3 per cent. upon deposits and 
4 per cent. upon share capital. These are the rates against 
which the London Municipal Bank would have to compete. 

What rates could it earn. Firstly, to pay its way, it 
would have to earn an average rate on all its resources of 
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certainly not less than 4 or 4$ per cent. It could not 
earn more than 5 per cent. upon house mortgages, for 
that is all the building societies charge to-day. At the 
other and more liquid end of the scale, its cash reserves 
would earn it nothing, and money lodged in such liquid 
assets as Treasury bills would return less than one per cent. 
The yield on British Government securities varies from 
2 to not quite 34 per cent., and while other securities would 
return more, the bank could not safely invest in them 
more than the merest fraction of its funds. Lastly, there 
is the possibility of lending to the London County Council 
itself. What relation the needs of the L.C.C. would 
bear to the deposits of the new bank is quite incalculable, 
but apart from this it must not be forgotten that the 
credit of the L.C.C. now stands so high that it is able to 
issue in the London money market its own bills at rates 
little higher than Treasury bills, and that within reason- 
able limits it can finance its short-term requirements very 
cheaply in this way. Should it wish to raise a long-term 
loan, its outstanding loans yield little more than 3} per 
cent. and it could readily borrow afresh on similar terms. 
Contrast these low rates with those the Municipal Bank 
would have to charge in order to bring its average rate up to 
44 per cent. It is impossible to escape the conclusion that 
either the Municipal Bank would have to work at a loss 
which would ultimately fall on the ratepayers and 
seriously impair the credit of the London County Council ; 
or else that it would have to charge the L.C.C. rates 
which in comparison with those available through existing 
financial channels would be harsh and unconscionable 
in the extreme. In either case, the L.C.C. would be 
making an extremely bad bargain. The fact is that even 
if the proposal to establish a London Municipal Bank has 
any merits at all, it has been put forward at quite the 
wrong time. The proper time to choose is the beginning 
of an era of high money rates when it is possible to earn a 
margin sufficient to pay expenses and to built up adequate 
reserves. Compared with these simple though funda- 
mental points, all the arguments that the new bank will 
save the cost of directors’ fees and dividends are pure 
nonsense. Besides, the more fundamental fact, which 
must not be forgotten, is that existing institutions are 
already well able both to absorb the savings of the people 
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of London and to finance the London County Council, 
and their adequacy is proved by the fact that they can 
both borrow and lend at rates more satisfactory to their 
clients than those which the London Municipal Bank with 
its expensive array of branches could afford to face. The 
Labour Party on the London County Council are making 
the mistake of offering to provide a service which already 
is being adequately performed. It is not necessary to 
hold a brief against municipal banking in general to point 
out that in London to-day there is no room for such an 
institution. That is the real answer to the Labour Party’s 
proposal. 


The Exchange Equalisation 
Account 


By a Correspondent 


T is two years this month since the Exchange Equalisa- 

I tion Account was set up and the present moment 

is therefore an appropriate one for reviewing the 
experience gained by the working of this monetary 
experiment. Any such review must necessarily be based 
largely upon guesswork, as the public has been given 
only a few scraps of information concerning its operations. 
Some outside study has been devoted to it, however, 
notably by Mr. N. F. Hall, of London University, whose 
conclusions were published in a special supplement to 
the Economist of May 5. The Account is no longer a 
novelty and opinions concerning it are beginning to 
harden. The following article is an attempt to explain 
the methods by which it operates. 

The explanation involves a brief excursion into the 
theory of the foreign exchanges. When the gold standard 
is suspended, the exchange rate of a currency becomes 
subject to the fluctuations of the market. The value of 
any currency in terms of another, that is, the exchange 
rate between them, is freely determined in the foreign 
exchange market by the relative strength of the demand 
for and the supply of the one currency in exchange for 
the other. Apart from the fact that an exchange trans- 
action involves the exchange of two sorts of money, 
rather than of money for goods, it is precisely similar 
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to the classical bargain of political economy. If at the 
prevailing rate more dollars are being offered in exchange 
for pounds than are being demanded in exchange for 
pounds, the rate of exchange will alter, and it will move 
just so far as, and no further than, is required to equalise 
demand and supply. Now, if it is desired to maintain any 
particular rate of exchange, two methods are possible. 
The first is to centralise all transactions under one 
control, to complete such transactions as are possible at 
the rate it is desired to stabilise, and to prohibit all other 
transactions at other rates. That is, broadly speaking, 
the method that has been followed by Germany in the 
last three years. The other method is for the authorities 
to make up whatever deficiency of demand or supply 
there may be at the appointed rate, so as to ensure an 
equality. This is the method followed by the Exchange 
Equalisation Account. The Account is, then, in the 
simplest terms, a fund owned by the Treasury but 
managed by the Bank of England, consisting both ot 
pounds and of other currencies, out of which the require- 
ments of the market can be met, thus obviating a need 
for a change in the exchange rate. 

There has, however, been no attempt to fix any one 
rate of exchange between the pound and other currencies. 
The reasons for which currencies are exchanged are 
innumerable, they arise out of all sorts of commercial 
and financial transactions, and it would be a pure accident 
if the rate of exchange which exactly balanced demand 
and supply were the same on any two consecutive days. 
Some of the causes of inequality may be permanent, such 
as a deficiency of exports from and an excess of imports 
into one country, causing an unfavourable balance of 
payments. It is most essential that in a case of this sort 
the rate of exchange should move, for it is the only means 
of stimulating exports and diminishing imports and thus 
restoring a balance. There are also seasonal variations 
in the demand for and supply of a currency. Sterling, 
for instance, is always strong in the spring, when our 
imports are relatively small, and weak in the autumn, 
when we have to pay for our purchases of grain. In the 
absence of corrective action the exchange value of 
sterling would tend to fall every autumn and rise again 
in the spring. In recent years, however, the foreign 
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exchanges have been dominated by the movement of 
short-term funds. Frightened capitalists fearing a col- 
lapse of the franc or speculators expecting a rise of the 
pound have rushed to buy pounds, and a few months 
later, when circumstances appear to have changed, 
have sold their pounds for some other temporary specula- 
tive favourite. The sums involved in these movements 
have been so large that the rates of exchange would 
have been distorted far out of their normal course, with 
great inconvenience to more legitimate business, if the 
3ritish Government had not intervened. The objects 
of the Exchange Equalisation Account were stated at its 
inception to be not to interfere with those fluctuations 
in the exchange rate which had their root in genuine 
permanent influences of trade, but to prevent purely 
accidental and speculative movements from dominating 
the exchanges. 

The necessary stock in trade for this task was, as has 
already been explained, a fund both of pounds and of 
foreign currencies. The British Government could pro- 
vide the Account with pounds, and when it was set up 
on July 1, 1932, the Treasury advanced to it £150,000,000. 
But the Treasury could not give the Account any dollars 
or francs, except for the small sums remaining over from 
the foreign exchange collected for the repayment of the 
1931 credits raised in Paris and New York. At the begin- 
ning, then, the Account could only offer sterling in 
exchange for other currencies, it could not offer other 
currencies in exchange for sterling; that is, it could 
increase the supply of sterling, but not the demand for 
it, and it follows that it could, in those early weeks, keep 
the rate from rising, but not from falling. Fortunately, 
however, the rate had a rising tendency in the summer of 
1932, and the Account was able to exchange some of its 
pounds into francs, dollars, and possibly other currencies. 
It also took over from the Bank of England the foreign 
exchange it had acquired in the previous spring, at the 
beginning of the rise in the pound. When, in the autumn, 
the pound began to fall, the Account was able to increase 
the demand for pounds sterling by offering the stocks 
of foreign currencies thus acquired. The falling tendency 
of the pound was, however, too strong. The Account’s 
foreign currencies were exhausted and it had to allow 
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the pound to drop to its low point of $3-15 (December, 
1932). This experience showed that the Account was 
not large enough for the purposes it was intended to 
serve, and in the Finance Act of 1933 it was increased to 
£350,000,000, at which figure it now stands. 

When the Account was set up it was credited on the 
books of the Bank of England with {150,000,000 provided 
by the Treasury. It did not, however, require this 
money at once and therefore invested it all in Treasury 
bills, that is, lent it all back to the Treasury. The whole 
transaction, in fact, at that stage was a matter of book- 
keeping. The Account had as sole liability a debt of 
{150,000,000 to the Treasury and as sole asset 
{150,000,000 of Treasury bills. The Treasury had a new 
asset of the debt of £150,000,000 owed to it by the 
Account and a new liability of £150,000,000 in Treasury 
bills. This last item, of course, was included in the 
weekly statement of the National Debt, and since there 
is no weekly statement of Treasury assets, the quite 
erroneous impression of a sudden increase in the debt 
was created. 

The next step was for the Account to exchange some 
of its sterling assets into francs and dollars. Let us 
suppose that the exchange rate of the pound is tending 
to rise, that is, that pounds are being demanded more 
strongly than they are being offered. The Account 
decides to equalise matters by offering, say, £10,000,000 
in exchange for francs and dollars. First it sells 
{10,000,000 of its Treasury bills, either in the market 
to the public or to the Bank of England, or alternatively 
it refrains from renewing maturing Treasury bills; in 
either case it gets for them a deposit of £10,000,000 at 
its bankers, the Bank of England. This {10,000,000 it 
proceeds to pay away in exchange for dollars and francs 
(i.e. deposits with American and French banks). The 
other parties to the exchange are given cheques drawn 
on the Bank of England for the amount of £10,000,000, 
which they proceed to pay into their own accounts at 
the joint-stock banks and which are consequently added 
to bankers’ deposits at the Bank. 

Several changes have occurred as a result of this 
series of transactions. In the first place, £10,000,000 
Treasury bills have been sold to the public (including 
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the Bank of England under this heading). These bills 
have hitherto merely been evidence of indebtedness of 
one Treasury account to another. Now they are a debt 
of the Treasury to the public. But in return the Treasury 
has acquired {10,000,000 worth of foreign currencies; 
its net indebtedness is therefore not increased. Secondly, 
£10,000,000 has been added to bankers’ deposits at the 
Bank of England. This £10,000,000 originated with the 
sale by the Account of some of its holding of Treasury 
bills. If these bills were bought by somebody other 
than the Bank of England, bankers’ deposits will have 
been diminished by £10,000,000 in payment for them. 
There will therefore be no net change in bankers’ deposits 
and no consequent expansion of the cash basis of the 
credit structure. But if the bills were bought by the 
Bank itself, there is a net addition of {10,000,000 to 
bankers’ deposits. This is merely a concrete illustration 
of the fact, which is familiar to all students of banking, 
that a purchase of securities by the Bank of England, 
no matter who is the seller, swells bankers’ deposits by an 
equivalent amount. 

The converse case can be treated more briefly. If 
sterling shows a tendency to fall, the Exchange Equalisa- 
tion Account will support the rate by exchanging its 
£10,000,000 worth of dollars and francs back into pounds. 
Bankers’ deposits will be diminished by the £10,000,000 
thus acquired by the Account, but they will be imme- 
diately increased again by the same amount as a result 
of purchase by the Account of {10,000,000 of Treasury 
bills (unless they are bought from the Bank, which 
would thus be diminishing its portfolio of securities and 
restricting credit). The Treasury will have lost its 
£10,000,000 worth of foreign currencies, but in return it 
will have retired {10,000,000 of its floating debt, in the 
sense that bills to that amount have been added to the 
holdings of one of its own accounts. 

This is a simple description of the operations under- 
taken in the summer and autumn of 1932, except that 
the sums involved were considerably larger than the 
£10,000,000 which has been taken as an example. In 
the following spring a further technical device had to be 
adopted. It has already been mentioned that in Decem- 
ber, 1932, the Account ran out of foreign currencies. In 
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1933 it was in the contrary danger of running out of 
sterling. In the Finance Act of that year it was provided 
with {200,000,000 more, but in the meantime it had to 
replenish its supply by other means. If its sterling reserve 
was low, it follows that its stock of francs and dollars 
was high. Some of these stocks were consequently 
converted into gold in Paris and New York, brought 
back to London and sold to the Bank of England for 
pounds. The Bank, of course, could only pay the old 
purchasing price of {3 17s. gd. an ounce, although owing 
to the depreciation of the pound the gold had cost the 
Exchange Account much more. The transaction con- 
sequently resulted in a loss to the Account. Nevertheless, 
when sterling is ultimately revalued, the gold stock of 
the Bank will be written up to the new value and the 
profit thus accruing will, according to the terms of the 
Currency and Bank Notes Act, go to the Treasury. 
Unless, therefore, the price of gold as ultimately fixed is 
less than the price at which the Account bought it, this 
loss will be recovered by the Treasury in due course. 

Hitherto the Account appears to have been operated 
with a fair measure of success. It was stated at the 
outset that it was not to interfere with the permanent 
influences making for changes in the exchange rate, 
but merely to offset those temporary factors which would 
otherwise push the rate up one week and down the next. 
Had the Account been attempting to fight against 
permanent influences it would have become exhausted 
on one side or the other ; that is to say, if it were attempt- 
ing to keep the pound down in the face of permanent 
forces making for a rise, it would have had to make 
continuous purchases of foreign currencies and its sterling 
resources would be nearing exhaustion; while if it had 
been keeping the pound unduly high, its foreign currency 
reserves would be running out. It has been pointed out 
that, in its first year, both forms of exhaustion threatened, 
which at least establishes that the Account has not been 
consistently operated, as has been charged in America, 
in the direction of depressing sterling. Of the second 
year, little or nothing is known, but there is no reason 
to suspect that the Account is not comfortably supplied 
with the funds it needs for operating in either direction 
upon the exchanges. 

c 
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The Banks and Public Control 


N his presidential address at the annual meeting of 
I the Bank Officers’ Guild, Mr. F. C. Clegg made a 

very surprising statement :— 

Control is coming, he said, you have clear evidence that it is not 
merely a party political stunt. The dire needs of an industrial world 
in chaos, national and international, make it inevitable. No one 
except the unintelligent can imagine the continuity of the financial 
system as we now know it. Don’t waste your time in formulating 
resolutions asking for the executive committee to declare its policy on 
nationalisation of banking or its control. If and when it comes, it will 
come from far greater forces than you can control, and incidentally 
it is as likely to come from a Conservative Party in power as the 
Labour Party, and even it may be from the banks themselves driven 
by economic stresses they cannot control. 

The substance of this statement merits little comment. 
There is admittedly a pressure by certain bodies of 
uninformed opinion in favour of some form of nationalisa- 
tion of the banking system. We have repeatedly dealt 
with the fallacies underlying their agitation, and only 
last month we pointed out that many of the advocates 
of the so-called reform of our monetary and banking 
system were hardly qualified to discuss what is a highly 
technical subject. Nor is there evidence that the world’s 
monetary system is alone responsible for the recent 
crisis, while there is ample evidence that bankers them- 
selves are hard at work discussing the gold standard of 
the future, which will be very different from the gold 
standard of the past. 

The real criticism of this statement lies in the circum- 
stances in which it was delivered. Many of the general 
public will believe that Mr. Clegg is an active and 
representative banker, and that his words imply that 
the banks themselves are throwing up the sponge. This 
misconception is to be found in the leader columns of 
the Daily Herald, where the comment on Mr. Clegg’s 
speech was that “ public control of the banks is now 
recognised as not only desirable, but as inevitable by 
those in the banks themselves who are in the closest 
touch with public opinion.’”” Now, Mr. Clegg was one 
of the original founders of the Bank Officers’ Guild, and 
he has served as its chief organiser for sixteen years. 
Yet he never occupied a banking post higher than that 
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of a branch managership, and during his term as chief 
organiser he has given his full time to office and has 
not been engaged in active banking. In view of the 
profound changes that have occurred during those sixteen 
years, he could hardly claim to be able to express an 
opinion on the future of banking akin to that of the 
chairman or general manager of a bank actively engaged 
on his duties to-day. Hence our first criticism is that 
a statement of this kind is liable to deceive the public 
as to the true view held by representative bankers on 
this question. 

Our next criticism arises from the position of the 
Bank Officers’ Guild itself. Staff relations within the 
leading banks have on the whole been very happy. 
The heavy fall in the cost of living since immediately 
after the war, the reductions in bonuses, and the shrinkage 
in the earnings of the banks have at times given rise to 
discussions, aggravated slightly by the difficulty of 
calculating the cost of living of a bank officer as 
distinguished from those classes to which the official 
index number applies. The war-time amalgamations, 
and more recently the spread of mechanisation, also 
created staff problems, which were not always easy to 
solve. Still, take it all round, banking is an industry 
which has always remained immune from labour troubles 
in the usual sense of the word, and it is also an industry 
where there is no sharp division between employers and 
employed. It is possible for any entrant into the service 
of a bank to rise to the highest ranks of all, and in 
practice any officer who is at all above the average can 
count upon rising to a position of control. Banking is 
thus hardly an industry which calls for the growth of 
trade unionism along the normal lines, and most of the 
leading joint-stock banks have sought to establish 
internal guilds to represent their staff in labour discussions, 
in place of a single trade union spread over the whole 
industry. 

_ It is just here that the Bank Officers’ Guild joins 
issue. It is frankly and admittedly an external body 
with a membership drawn from various banks, and it 
seeks to fulfil many of the functions of a trade union. 
Hitherto it has not been recognised by the leading banks, 
who prefer to deal with their internal guilds, and within 
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limits this has given rise to controversy of the kind 
with which all students of the trade union movement 
are familiar. For reasons to which we have just alluded, 
we ourselves have never been convinced of the need for 
an external body such as the Bank Officers’ Guild, at 
least so far as the large British banks are concerned. 
The position of the Bank Officers’ Guild makes 
Mr. Clegg’s prediction of the approach of public control 
all the more deplorable. It has been one of the tragedies 
of British industrial history that the Trade Unions, 
through their natural desire to obtain representation of 
their interests, should have come to identify themselves 
with a single political party and political and economic 
creed. Mr. Clegg’s statement will inevitably be inter- 
preted as meaning that the Bank Officers’ Guild is about 
to link itself up with the Socialist movement, and this 
is bound to weaken the position of the Guild itself. 
If there is one thing essential at the present moment, 
it is that the banks should keep themselves clear of 
political entanglements, and remain in a position where 
they can judge financial and economic questions calmly 
and dispassionately upon their merits. Granted that 
Mr. Clegg was convinced that there was a growing 
pressure in favour of the public control of the banks, 
surely his proper course of action was not to identify 
himself with that pressure, but to call attention to its 
existence and to plead for an impartial examination of 
the question. Members of the Bank Officers’ Guild, from 
their first-hand experience of practical banking and of 
their customers’ reactions on this question, would then 
have been able to form very valuable views which in the 
end could have been co-ordinated as a guide to public 
opinion. As it is, Mr. Clegg has hopelessly pre-judged 
what is by no means an uncontroversial issue, and in 
doing so has committed his organisation to belief in the 
approaching nationalisation of the banks. This is not 
likely to assist in the achievement of Mr. Clegg’s main 
ideal of establishing the Guild as the recognised bank 
officers’ organisation, nor is it likely to increase either 
public or banking confidence in the Guild. Do Mr. Clegg 
and his colleagues really wish for the nationalisation of the 
banks, so that all bank officers become Civil Servants with 
their salaries at the mercy of the general budget situation ? 
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Mr. Clegg has not adopted this course, but instead 
has committed himself to a definitely defeatist view. 
He is perfectly entitled to hold and express this view 
as a matter of personal opinion, but he forces us to 
remind the public that neither Mr. Clegg nor the Bank 
Officers’ Guild can be regarded as representative of 
banking opinion. The fact that Mr. Clegg has pre-judged 
this important question renders this warning all the 
more necessary. 





Branch Banks v. Affiliate Banks 


By Paul Einzig 


HE Banque Belge pour |’Etranger, and its parent 
institute, the Société Générale de Belgique, have 
decided to convert the London branch of the 
former into a separate limited liability company under 
British law, with a share capital of {2,000,000 held 
entirely by the two Belgian banks. The New York 
branch of the Banque Belge pour |’Etranger was placed 
under the control of the London affiliate—a handsome 
compliment to London’s position as the leading financial 
centre. For some years past it has been the policy of 
the bank to convert its foreign branches into affiliates. 
This was done in Egypt, Roumania, and, quite recently, 
in France. With the conversion of the London and 
New York branches into the Banque Belge pour l’Etranger 
(Overseas), Ltd., only the Chinese branches will remain 
under the direct control of the bank. 

The policy pursued by the Banque Belge pour 
l’Etranger seems to be in accordance with the general 
trend of development in international banking. For a 
variety of reasons, banks in general are beginning to 
find it more convenient to operate abroad through 
affiliates rather than branches. The increase of economic 
nationalism since the war—and more especially since 
the crisis—is partly responsible for this tendency. Even 
if the capital of the affiliates is entirely in the hands of the 
foreign parent institution, it is looked upon more favour- 
ably if it is registered under national law, especially if its 
board of directors includes some local names. If part 
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of the share capital is placed locally and the control is 
shared with national interests the bank may even cease 
to be considered as an essentially foreign institution. 
After all, several of the leading private banking firms 
are known to be under foreign control, and in spite of 
this they are considered essentially British, for British 
partners have a participation in the capital and take a 
prominent part in the management. 

Fiscal considerations have played an important part 
in many countries to induce foreign bank branches to 
convert themselves into affiliates. This was the case, for 
instance, in France. There, in addition to taxing the 
actual profits of the foreign bank branches, the fiscal 
authorities assessed them also for an arbitrary figure 
which, in their opinion, represented the advantages 
obtained by the head offices from the possession of branches 
in France. Asa result of this double taxation, one foreign 
bank branch in France is known to have paid for 1933 
income tax well in excess of 50 per cent. of its earnings. 
As the estimate of the benefit of the head offices from 
the possession of branches are purely arbitrary, the foreign 
bank branches are exposed to being taxed to anything 
up to 100 per cent. and over. In such circumstances, 
it is not surprising that most foreign banks operating in 
France prefer to possess affiliates rather than branches. 

In the case of this country, there is no fiscal discrimi- 
nation to the detriment of foreign bank branches operating 
in London. Great Britain has always pursued the policy 
of open door, and foreign banks were, and still are, 
welcomed to establish themselves in London in any form 
that suits their purpose. In this respect, the abandon- 
ment of free trade principles in the sphere of foreign 
trade has made no difference whatever. The London 
banking community is still pleased whenever a new 
foreign bank branch appears in their midst, and deplores 
the discontinuance of any of the existing branches. 
The attitude of the public has also remained as friendly 
as ever towards foreign branches. There is no sign of any 
movement of excessive nationalism which would make 
it advisable for foreign branches to disguise themselves 
under the cloak of an affiliate registered under British 
law. If, in spite of this, there is a tendency in that 
direction—the Banque Belge pour 1|’Etranger is not the 
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only bank which has been considering the idea of con- 
verting its London branch into an affiliate—it is partly 
in order to safeguard themselves in good time against 
any possible future change of attitude, and partly for 
the sake of the actual advantages of a change of status. 
The bills of the London affiliate of a foreign bank 
are more popular in the London market than those 
of a foreign branch, even though neither of them are 
eligible for re-discount. This is bound to make a 
quotable difference in the bill rates, and places the foreign 
branches at a disadvantage in the sphere of acceptance 
business. It is worth their while to overcome the 
disadvantage by converting themselves into a bank 
registered in London. Possibly it is also worth their 
while to include in their board some good English names, 
but the significance of this should not be overrated. 
In at least one case the presence of first-class names on the 
board failed to prevent the bills from becoming unplaceable 
in the market after the crisis of 1931. 

The conversion of foreign bank branches into affiliates 
in London has the advantage of strengthening the dis- 
cipline in the market. The hold of the authorities upon 
foreign branches is very incomplete, and occasionally it 
may be difficult to enforce the official policy in face of the 
reluctance of foreign branches to abide by it. While 
there is every reason to assume that they are as scrupulous 
in observing the letter of the law as any English bank, 
the local managers may find it at times difficult to persuade 
their distant head offices that it is in their interest to 
obey equally the unwritten laws, and even the hints 
received from official quarters. To give only one example, 
the French branches in London refused in 1931 to supply 
the authorities with the figures of foreign credits and 
deposits, thereby frustrating the efforts to obtain a clear 
picture of the situation. It is reasonable to assume that 
the attitude of foreign affiliates would be more in 
accordance with the self-imposed discipline that has 
always been one of the chief assets of the London market. 
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Stimulus of Life Assurance 
By F. G. Culmer 


IFE assurance is a wonderful stimulant. Reliable 
to the core it never fails to serve its purpose in bad 
times as well as in the good ones. It is indeed, 
when things, financially and economically, are going 
badly, that its indispensability and essential value are 
most keenly appreciated by all classes of individuals. 
This was very evident in the world-wide crisis which 
originated in 1929, and again much more recently when 
the revolution in investment conditions tended to enhance 
the superior attraction of various types of life policies by 
comparison with lower-yielding Stock Exchange securities 
of the most approved descriptions. To large numbers of 
people in an indisposed financial world it acted as a rare 
tonic. 

Interesting features in life assurance are never lacking. 
The immense strength and vast financial resources of the 
life offices are monumental in their effect. From the 
earliest times adherence to the sound policy of building 
up reserves has enabled these institutions to stand four- 
square to the winds of adversity, blow they never so 
fiercely. Countries may be concerned about their trade 
affairs and their sense of national security, but British 
life offices, international in character, have demonstrated 
in their last annual reports and balance sheets that they 
are better equipped than ever for the life assurance 
campaign of 1934 now being waged with customary 
vigour. 

Readers of THE BANKER will have seen in an earlier 
issue returns of the huge amounts of life assurance which 
were effected last year. I confess I am rather tired of 
hearing the oft-repeated lament concerning the under- 
assuredness of the people of this country. No doubt a 
certain proportion could with advantage increase their 
life assurance, but after all it is generally a question of 
means. To have a bigger policy than one can reasonably 
manage to pay for is worse than being under-assured. 
Anyway, last year’s total of sums assured was a substan- 
tially margined record, and there was no occasion for 
lamentations. 
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The assuring public have no reason for quarrelling 
with the life offices on the score of being cautious in spite of 
the wealth of their reserves. The revision of premium 
rates is a direct consequence of the reduced rates of 
interest now obtainable on first-class Stock Exchange 
securities. As a partial off-set to the latter the lighter 
mortality revealed in the new series of actuarial tables 
published a few months ago was a welcome feature, but 
it did not relieve the whole situation. Lighter mortality 
and lower interest rates are forces which pull in different 
directions. It was too much to expect that over widely 
varying ages and durations of time they could offset each 
other to such an extent as to avoid any dislocation in the 
equity and adequacy of premium rates. 

Actuaries of the life offices have given much care and 
thought to the question of premiums as they are affected 
by present conditions, and the trend of the new rates is 
not entirely upward. For example, in the case of non- 
profit whole-life policies, premiums payable throughout 
life have in some instances been reduced, while with- 
profit whole-life premiums are virtually unaltered, though 
there has been a tendency for the scales of limited 
premium payments to be put up slightly. Endowment 
assurances are affected chiefly by a moderate rise in rates. 
In view of the alterations in interest rates upon which the 
companies had previously based their premium tables, 
the necessity had arisen for the refixing of premiums at 
amounts which would be amply sufficient for the payment 
of claims as and when they fall due. These modifications 
have not interfered materially with the reasonable cheap- 
ness of life assurance, which is definitely desirable as a 
medium of either protection or investment. 

As a very large proportion of the policies held in this 
country are of the with-profit endowment assurance 
variety, the question of bonuses and the possibility of 
their general reduction on account of the influence of 
lower interest rates on the companies’ investment income, 
has naturally assumed great importance in the minds of 
policy-holders. So far, however, there is nothing for 
them to worry about. The results of six quinquennial 
and four triennial valuations have been announced this 
year, and all have been notably satisfactory. Only in 
two instances have the rates of bonus been reduced, in 








28 THE BANKER 


one case there was an actual increase, and the big indus- 
trial and other companies which value annually have 
vied with the rest in maintaining their former rates. 

Some authorities are prone to believe that a continu- 
ance of low interest rates will have the effect of bringing 
down bonus rates, but whatever may be the eventual 
outcome it is evident from the decisions arrived at this 
year, that the life offices are determined, if possible, not 
to interfere with their present scales of bonus. Some of 
the chairmen at the recent annual meetings even went 
out of their way to suggest that policy-holders might look 
forward to excellent bonuses in the future. The reduction 
in income tax will this year relieve the investment position 
to a certain extent, and it should also be remembered that 
net interest revenue is not the only source from which 
bonuses are derived. Compared with the pre-War 
standard present-day bonuses range very high, and if 
reductions should presently be found necessary they will 
certainly remain sufficiently high to render with-profit 
policies still worth while from the public standpoint. 

The large increase last year in new sums assured 
indicated beyond doubt that the public had taken advan- 
tage of the improvement in business generally to extend 
its stake in life assurance. In most of the companies’ 
returns there was a decline in single premiums, thus 
showing that the investment aspect has not by any means 
been the main driving force actuating new assurants. 
One of the most satisfactory features of the 1933 revenue 
accounts is a general decrease in the volume of policy 
surrenders, proving not merely that holders value their 
contracts as something worth retaining, but that the 
ability to keep them in force has been enhanced by the 
betterment in the conditions of life. 

In this connection this country compares most 
favourably with many countries abroad, where, owing to 
financial stringency, wholesale lapses and surrenders of 
policies have oftentimes been a sad reproach to the busi- 
ness of life assurance. There has not infrequently been 
a tendency among critics of English life assurance busi- 
ness-getting methods to draw an unfavourable comparison 
of our own companies’ system with that of the American 
life offices. Forcefulness, however, has not always stood 
the latter in good stead. There has never been any lack 
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of pressure on the part of life assurance salesmen in the 
United States to procure business, but indiscriminate 
selection of lives has often brought in its train a host of 
surrenders, weak policy-holders being unable to withstand 
the least semblance of financial strain. English and 
Scottish life offices have never deviated from the sound 
principle of astute selection, to which they owe the 
stability upon which their reputation has been estab- 
lished. Stable business is the first consideration of a 
successful life office. 

The home offices are certainly not wanting in enter- 
prise in bringing new and attractive schemes of life 
assurance to the attention of the assuring public. In 
my opinion, an ideal type of policy is one in which 
premiums are spread over the working years of a man’s 
life, and cease at his sixtieth year. The cover provided 
between the ages of 30 and 60 costs but little more than 
the ordinary whole-life rate of premium. At a con- 
servative bonus estimate a £1,000 policy, effected at age 
30, will be increased to more than {1,600 by the time 
the holder reaches sixty. 

He is then relieved from paying any further premiums, 
but if the policy continues in force profits go on ac- 
cumulating and increasing the ultimateproceeds. Possibly, 
however, on retirement the assured finds that he has no 
further need for the family provision, the original motive 
for taking out the policy, and that a sum in cash is more 
acceptable than a paid-up assurance. In such case he 
can satisfy his requirements by taking the surrender value, 
which would amount to approximately £1,070, showing a 
gain over actual cost, of £300. 

Another valuable form of assurance is what is known 
as the Combination policy. This is also governed by 
premiums limited to a certain number of years. Com- 
mencing at age 30, a £1,000 policy will cost an annual 
premium of {17 14s., after allowing for rebate of income 
tax. Upto age 60, when premiums cease, the dependants 
of the policy-holder are protected by the full sum assured. 
The holder can then choose one of three options, viz., 
continue the policy as a paid-up assurance of £1,000, 
payable at his death; accept a cash surrender value of 
f{600; or exchange the policy for an annuity of £52 
payable throughout the rest of his life. By paying about 
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£10 a year more in premiums the assured can have a with- 
profit policy, and his benefits will, of course, be pro- 
portionately larger. 

These and many other types of policy render life 
assurance well worth while. Equally attractive in another 
sense are the various types of annuity contract. They 
provide the highest percentage of return obtainable, 
and their popularity has naturally been increased enor- 
mously since the lower investment yields came into 
vogue. A comparatively small number of the leading 
life offices are big specialists in annuities, in which they 
have done a very large and increasing business during the 
last two or three years. Owing to the difficulty now 
experienced in investing money, remuneratively at current 
rates of interest, the life offices found it necessary this 
year to make a further slight contraction in the rates of 
annuity incomes, but these are still very alluring. 


Fire and Accident Insurance 
By a Correspondent 


ance companies did remarkably well on the whole last 

year in their Fire and Accident departments, the 
results, in fact, being definitely much better than for 1932 ; 
while in the Marine section the volume of profits earned 
indicates that the manifold difficulties encountered in 
this important branch of the business were overcome in a 
surprisingly successful manner. 

Before dealing with these results more or less in 
detail it behoves one to take into account the vast 
ramifications of these companies overseas, in order to 
give some impression of the multifarious problems 
arising out of the varying conditions in different parts 
of the world. It has invariably been the practice of the 
British companies to seek out and develop new fields 
abroad in which there was any prospect of propitious 
trading, and a British insurance policy has been aptly 
described as representing the most trustworthy protec- 
tion obtainable throughout the universe. What these 


[: point of actual trading the composite British insur- 
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composite insurance companies have accomplished in 
fostering British trade and influence in the British 
overseas Dominions and in foreign lands cannot be over- 
estimated in value. 

Fluctuations in foreign exchanges have, in their 
effect upon the companies’ funds, imposed a heavy 
strain on the managements, and nowhere, of course, has 
this factor been so predominant as in the United States, 
whence the composite companies derive about one-half 
of their total premium income, apart from the life busi- 
ness. Two-thirds of the offices have funds amounting 
to over £93,000,000 invested in dollar securities for the 
purpose of carrying on business in fire, accident and 
marine insurance in America, and their surplus funds in 
excess of liabilities are not far short of £30,500,000. 

In the latter part of last year the American dollar 
in relation to the £ sterling slumped from the old parity 
rate of $4-86 to $5-124. While this fall had a substantial 
depreciatory effect on dollar assets in terms of sterling, 
it also had a corresponding effect on dollar liabilities, 
so that all the British companies were really concerned 
with was the depreciation of their surplus dollar assets. 
Reserves were set apart to cover that depreciation, and 
during the first five months of the present year there 
has been a considerable recovery in the prices of American 
investments which has gone a good way towards righting 
the position. In some cases the shrinkage has been more 
than recovered, and thanks also to the consistent strength 
of the companies’ gilt-edged stocks, investments generally 
are now worth appreciably more than they were at the 
end of 1932. So from a financial standpoint the position 
of the companies leaves nothing to be desired. 

With very few exceptions, fire and accident premiums 
showed a further reduction last year, the explanation 
of which is mainly to be found in the vicissitudes of 
trade all over the world. On the other hand, claims in 
respect of losses were substantially less, in a good many 
instances expenses of administration have been curtailed, 
and underwriting profits were materially larger. Sur- 
pluses have also benefited to a certain extent by the 
somewhat reduced amounts necessitated for the adjust- 
ment of the reserves for unexpired risks (due to the 
smaller premium incomes), and coincidently ratios of 
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profit to premiums have gone up. The following figures 
relating to fire profits in 1933 are illuminating :— 


Ratio to 
Underwriting Pre- 
Profit. Increase. miums. 
£ £ % 
Alliance hia ea ‘4 = 397,202 54,391 19°67 
Atlas .. a es o 120,797 71,560 6-86 
Commercial Union .. ais sis 391,204 446,293 7°22 
Eagle Star .. a is 36,846 15,966 4°6 
E mployers’ L iability as ‘a 14,475 17,151 4°0 
General Accident .. es 95,272 40,407 17°74 
Liverpool & London & Globe -» 370,445 135,966 9°4 
London Assurance .. as - 92,789 126,586 4°56 
London & Lancashire “is ais 414,504 98,450 15:0 
North British & Mercantile ois 350,798 103,331 9:6 
Northern és we oa - 110,223 130,089 5°7 
Phoenix ws ‘a én - 100,299 = 118,548 3°75 
Royal Exchange... - oe 111,069 *4,484 7°59 
Royal . : ” 501,023 = 219,638 g:0 
Scottish Union & Ni ational . P a 66,506 68,123 7°03 
Sun... es . és si 256,333 89,827 I1-I9 
Yorkshire ie ia ii wa 105,650 132,690 11-68 
* Decrease. 


Accident business in the main has been subject to 
less favourable conditions. It embraces a wide assort- 
ment of risks among which one of the most important 
is motor-car insurance. In the latter connection the 
companies’ liabilities are ever increasing. This is only 
a natural consequence of the constant expansion of motor 
traffic on the roads. Last year the number of fatal 
and non-fatal road accidents exceeded those for 1932 by 
no less than 7,823. It is inevitable that motor insurance, 
with its effect upon the accident ratio, presents a bigger 
hazard than ever for the companies, whose margin of 
profit therefore in the absence of an increase in premium 
rates is likely to become a decreasing quantity. 

Experience has proved that in some districts accidents 
are much more costly and numerous than in others, and 
this fact may conceivably be taken into account by the 
insurance companies if and when a revision of rates 
becomes necessary. The renewed efforts of the Govern- 
ment to ensure greater safety on the roads are to be 
applauded. Meanwhile, the motoring public is fortunate 
in being able to rely upon such undeniable security as is 
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afforded by the composite insurance offices, and motorists 
also have the additional assurance that the cost of their 
insurances will continue to be equitably apportioned. 
Casualty business in the United States last year 
proved less unsatisfactory than for some time previously. 
A falling off in premium income was a more or less general 
experience. As will be seen in the following tabulation, 
companies’ results were irregular, but although profits 
show a general tendency to drop, the amounts earned 
individually and the profit ratios are by no means un- 
satisfactory 
Increase Ratio to 


Underwriting or Pre- 
Profit. | Decrease. miums. 
£ £ % 
Alliance ‘4 wi ni ‘iv 128,356 + 27,963 I1-07 
Atlas .. oi ea as na 36,003 — 8,973 7°81 
Commercial Union .. whe ii 178,383 — 13,495 2°58 
Eagle Star .. - ws .. 131,621 — 4,870 9°97 
Employers’ Liability - i T11,393 — 11,532 — 3°58 
General Accident .. oe as 87,320 — 137,608 I*4 
Liverpool & London & Globe ps +46,697 — 76,293 — I-o 
London Assurance .. as a 74,857 + 30,133 6-61 
London & Lancashire ‘ Ka 43,749 + 2,833 2°3 
North British & Mercantile - 128,113 — 25,716 11°83 
Northern ae a sc a 171,372 + 33.478 I1°2 
Phoenix a ja ‘is ei 47,455 — 34,684 I*44 
Royal Exchange 7. 7 ‘i 25,921 + 6,581 2°14 
Royal .. ea is - ‘a 107,125 + 73,443 2°I 
Scottish Union & National .. ee 19,150 — 7,835 7°58 
Sun .. - as ‘iy ia 124,868 + 33,885 8-19 
Yorkshire... “a - i 26,412 — 3,711 2°17 
t Loss. 


Between them, twenty composite companies earned 
profits amounting to £1,284,072 in their marine depart- 
ments. When individual companies can make such 
profits as the London & Lancashire (£177,278), London 
Assurance (£160,090), Commercial Union (£159,425), 
Northern (£111,865), Royal and Liverpool and London & 
Globe ({101,183), Yorkshire (£82,905), Sun (£81,585), 
Alliance (£68,282), Sea (£66,807), North British & Mer- 
cantile, Phoenix and Scottish Union & National (£50,000 
each), there might not seem to be much the matter with 
marine insurance business. Yet there is room for a lot 
of improvement in market conditions. The volume and 
value of seaborne traffic remain at a disastrously low 
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level. Many ships are still laid up, and shipowners are 
going through most difficult and anxious times. This 
state of affairs is bound to react upon marine under- 
writing, and at the meeting of the Sun Insurance Office, 
Sir William Goschen voiced the opinion that “‘ we cannot 
hope, in the absence of improvement in conditions, to 
maintain our income from this source.”’ 

In the circumstances, the offices have reason to be 
well satisfied with their 1933 marine results. It was 
pointed out at the London & Lancashire Insurance 
Company’s meeting that the world’s trade cannot be 
estimated at more than one-third of what it was five 
years ago, and yet this company’s marine business is 
still more than half what it was. All round there was 
a heavy falling off last year in premium incomes, and it is 
only fair to give due credit for the results achieved to 
the astuteness of the underwriting methods employed. 

Two of the composite companies reduced their 
dividends in respect of last year, while a couple announced 
an increase in the rates of distribution, and it is more 
than likely that a few others will be declaring enlarged 
dividends before very long. The outlook, so far as 
shareholders are concerned, is sound and encouraging, 
in spite of the low interest rates prevailing, and the con- 
sequent contraction in the volume of net interest revenue 
earned on the funds. Even so, last year the total net 
interest income of the leading composite companies 
outside their life departments amounted to over 
£6,715,000, which sufficed to provide for more than 
go per cent. of the dividend requirements. 

In the current year’s accounts the companies will 
have the benefit of the reduction in the rate of income 
tax, and their investment earnings will improve accord- 
ingly. Some offices are not called upon to draw upon their 
underwriting profits for any part of the dividend cost, 
and in the majority of instances only moderate drafts are 
needed. As a result the major portion of the trading 
profits are rendered available for strengthening the 
internal resources of the companies. To this admirable 
practice, extended over a long period of years, is due in 
the main the strong financial position built up by the 
various composite companies. 
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Matters of Law 
(By our Legal Correspondent) 


URTHER decisions establishing rules for fixing 

foreign exchange rates when assessing damages in 

sterling.—Before the war, when rates of exchange 
did not vary greatly, the rule observed in assessing a judg- 
ment given by an English Court in sterling of a liability 
due in foreign currency was to take the rate ruling on the 
day judgment in the English Court was obtained, Scott v. 
Bevan, 1831, 2 B. & Ad. 78. In Kirsch v. Allen Harding 
& Co., 1919, 89 L.J.K.B. 265, Roche, J., followed the 
same rule. By that time European exchange rates had 
risen very considerably above par, and most of the coun- 
tries of Europe had been left with systems of incon- 
vertible paper money which were still depreciating. 
An English Court can enter judgment only for payment 
of damages in sterling and the rule that a judgment for 
a sum payable originally in foreign currency had to be 
worked out in sterling by taking the rate ruling on the 
day of judgment therefore became unconscionably harsh 
upon plaintiffs, because defendants by putting off the 
day of trial could reduce claims against them when 
assessed at the rate of the day when judgment was 
eventually given, to a derisory sum. The Court of 
Appeal, however, in a series of cases, the best known of 
which are: Di Ferdinando v. Simon Smits & Co., 1920, 
2 K.B. 704; 3 K.B. 409; Barry v. Van den Hurk, 1920, 
2 K.B. 709; British American Continental Bank, in re 
Lisser’s claim, 1923, I Ch. 276, overruled Roche, J.’s, 
decision, and established the new rule that the date 
when the breach of contract giving rise to the claim or 
the date when the debt was legally due is to be taken as 
the date when fixing rates. Thus, if an English bank 
establishes a credit abroad acting upon instructions of 
its customer, and the foreign bank acting as its agent 
does not pay the beneficiary’s drafts when presented, the 
measure of the damages to which the customer is entitled 
when he sues the English bank for breach of contract is 
assessed by taking the value in currency of the drafts he 
has had to retire, and converting them into sterling at 
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the rate of exchange ruling on the day when the drafts 
were presented and payment refused. 

Likewise where special damages are claimed for a 
tort, such damages being first assessed in currency, the 
measure of damage is assessed by an English court by 
taking the rate of exchange ruling when the tort was 
committed. These rules always presuppose that the 
party due to pay has only one option, namely, of paying 
his liability in currency upon a fixed day. Where, for 
example, a company has issued a bond the holder of 
which can claim payment any time after a certain date, 
but the company has preserved the right of paying either 
in currency or in sterling at its option, it may exercise 
its option of paying by currency draft or in foreign 
money, even though by that time the value of such 
foreign money in sterling has shrunk to nothing : Anderson 
v. Equitable Life Assurance Soctety of the United States, 
1926, 42 T.L.R. 302. Complications arise in the observa- 
tion of these rules when a sum due has been expressed 
to be payable abroad in foreign money which was then 
in circulation, but which has ceased to be in circulation 
when the sum becomes actually payable. In such cases 
the person entitled to payment has to accept the situation 
that the value of the debt due to him may meantime be 
reduced to nothing owing to the enactment of foreign 
devaluation laws abolishing the existing currency system. 
Such foreign laws will not be given effect to by English 
courts unless the governments passing them are both 
de facto and de jure governments. For example, for 
some time after the Russian Revolution and the abolition 
of the Czarist rouble as a unit of account, English courts 
of law did not recognise the de facto Bolshevik Govern- 
ment, and would not recognise payment of rouble debts 
in worthless Bolshevik currency : Lindsay Gracie & Co. 
v. Russian Bank for Foreign Trade, 1918, W.N. 177. 

In Adelaide Electric Supply Co., Lid. v. Prudential 
Assurance Co., 1933, 39 Com. Cas. 119, it was held that if 
a company had power to amend its articles of association 
so as to make payment abroad to shareholders in what 
is really a foreign currency, and does so, the shareholders 
cannot claim any more than the sterling equivalent 
worked out at the rate of the day when such payment 
becomes due, even though the foreign currency has 
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meantime depreciated considerably from par. The 
Adelaide Electric Supply Co. was a company registered 
in England, but most of its business was undertaken in 
Australia. It passed a special resolution providing, 
inter alia, that all dividends on its preference stock 
should henceforth be paid in Adelaide, or elsewhere in 
Australia. Thereafter the Adelaide Electric Supply 
Co., Ltd., paid dividends due to its stockholders for the 
nominal amount of their dividends payable at the Bank 
of Adelaide in Australian pounds. Owing to Australian 
pounds depreciating in terms of sterling, the Prudential 
Assurance Co., Ltd., which was a considerable preference 
stockholder, received in English pounds an amount 
very much less than the amount of the dividends issued 
in Australia, and they brought an action claiming they 
were entitled to be paid in England in English money 
the full nominal amount of the dividends, or in Australia 
a sum in Australian money sufficient, at the current 
rate of exchange, to purchase in England the required 
amount of English money. Farwell, J. decided in favour 
of the Prudential Assurance Co., Ltd., and the Adelaide 
Electric Supply Co., Ltd., appealed. The House of 
Lords allowed the appeal. They held, that money 
obligations are effectively discharged by the payment of 
money which is legal tender in the place in which the 
indebtedness is discharged, and as the special resolution 
gave them power to pay dividends on their stock in 
Australia, the Adelaide Electric Supply Co., Ltd., were 
entitled to pay such dividends by tendering the nominal 
amount of them, and no more in Australian money. 
Verstcherungs und Transport A. G. Daugava v. Hender- 
son ; Same v. Campbell, 1933, 39 Com. Cas. 154, decided 
that where a party is sued abroad for breach of contract, 
and is ordered to pay damages or settles the claim on 
reasonable terms, and then makes a claim on a third 
party in England, the amount which the third party in 
England has to pay is not the damages assessed in foreign 
currency at the rate ruling at the date of the breach of 
contract, or when the cause of action arose, but that the 
damages expressed in currency must be converted at 
the rate ruling when the foreign judgment was given, or 
the action settled. In that case the plaintiffs were an 
Insurance company which had been sued on a policy of 
D2 
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fire insurance, which they refused to pay on the grounds 
that there had been a breach of conditions in storing on 
the premises which were burnt down, flax, which is a 
highly inflammable material, contrary to the terms of 
the policy. Eventually the plaintiffs settled the claim 
and they claimed contribution from two groups of 
Lloyds underwriters with whom they had reinsured a 
large portion of their risk. In the first action, Roche, J. 
found that the defendants were not liable, as there had 
been misrepresentation to them as to the nature of the 
risk, but in the second action he found that the repre- 
sentations as to flax not being kept on the premises had 
not been made to the defendants, and they were liable. 
The plaintiffs having paid the foreign policy holders in 
foreign currency the question arose, what sum were 
the English underwriters to pay? Roche, J. held 
it must be the proper proportion of the foreign money 
paid in settlement to the foreign policy holders converted 
into sterling at the date of the settlement, but he dis- 
allowed the costs and expenses thrown away by the 
plaintiffs in resisting the original claim abroad, such not 
being covered by any provision in the policy of reinsur- 
ance, and not being occasioned by any action on the 
part of the English underwriters. 

The circumstances in The Baarn, 1934, 49 LLL.R. 14, 
are rather curious, but are worth recording as they arose 
out of a system of government control of foreign exchange 
transactions still in force in Chile, and similar legislation 
has been passed by many other countries. On August 15, 
1931, a collision occurred between a Chilean ship, the 
Bio-Bio, and the Dutch ship Baarn. The owners of the 
Bio-Bio were resident in Chile. They effected the neces- 
sary repairs to the Bio-Bio by September 7, 1931, and 
these repairs and consequent demurrage amounted to 
between 70,000 and 80,000 Chilean pesos. Meanwhile, 
the United Kingdom had departed from the gold stan- 
dard, and it became more profitable to the Dutch owners 
of the Baarn to pay these damages in sterling than in 
Dutch florins. The Baarn having been arrested by the 
owners of the Bio-Bio in a port in the United Kingdom 
in January, 1932, the owners of the Baarn, on February 
17, 1932, admitted liability, and consented to a reference, 
and prepared to pay the amount due from them in 
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depreciated sterling. Meanwhile Chile went off the gold 
standard, and the rate of exchange for Chilean pesos in 
terms of sterling fell, and it became more profitable to 
discharge the damages, if it were then possible, in Chilean 
pesos. Chilean exchange became subject to control by 
the Chilean Government, which passed an ordinance 
prohibiting the withdrawal of Chilean pesos, though 
sterling remained readily convertible into pesos. It also 
passed an ordinance whereby a person might pay a 
creditor in Chile, even though the Chilean creditor did 
not want to be paid in Chilean pesos, by paying Chilean 
pesos into his banking account for his credit. The 
owners of the Baarn happening to have a sum of Chilean 
pesos to their credit with a bank in Chile instructed their 
agents to transfer 80,000 Chilean pesos to the credit of 
the owners of the Bio-bio, and having made this deposit 
in accordance with the Chilean foreign exchange ordin- 
ance, by motion before Mr. Justice Langton set up that 
the claim of the owners of the Bio-Bio had thereby been 
satisfied. He held that there had been a sufficient 
payment, but the Court of Appeal held that this transfer 
of 80,000 Chilean pesos was not a full satisfaction, Chilean 
exchange having in the meantime depreciated from 
30 pesos to the £ to about 59 pesos tothe £. The question 
arose whether the payment of the 80,000 Chilean pesos 
by deposit in the banking account of the owners of the 
bio-Bio was to be taken into account at all. The amount 
for which the owners of the Baarn had been held liable 
was 80,000 pesos odd, which, converted into sterling at 
the ruling rate, amounted to £1,581 and interest, and if 
the transfer of the 80,000 Chilean pesos was to be taken 
into account, only £172 remained to be paid. If the 
owners of the Bio-bio had been the persons who were 
really going to receive the money, there would have been 
no hardship in making them receive in part payment the 
80,000 Chilean pesos, but actually their claims had 
already been satisfied by a group of English under- 
writers, and as it was legally forbidden to take Chilean 
pesos out of Chile, it was useless to the underwriters to 
have a sum in Chilean pesos available to them there. 
The Court of Appeal after reviewing the whole history 
of the transactions held that the 80,000 Chilean pesos 
deposited in Chile did not constitute part payment of the 
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money due in England and gave judgment for £1,580, 
with interest due. 

Several cases have occurred in recent years where 
bank officials employed with English or foreign banks 
abroad and having their salaries and pensions payable 
in foreign currency, have sued their employers for breach 
of contract and wrongful dismissal, and in assessing the 
damages to which they were entitled in sterling, regard 
has had to be paid to the fluctuating value of their salary 
or pension, if it had been paid in sterling. In Ottoman 
Bank v. Chakarian, 1930, A.C. 277, the most picturesque 
of these cases, an Armenian employee of the Ottoman 
Bank was transferred from the Aidin branch of the bank 
in Asia Minor to Constantinople, where, to say the least 
of it, the customers were very “ Turkish” in their 
outlook and in no uncertain way made it plain to him 
that if he stopped there much longer he would get his 
throat cut, or something equally unpleasant would 
happen to him. He accordingly took a quiet tip given 
him by the Turkish police that they would not be answer- 
able for his safety and very sensibly packed his baggage 
and fled from Constantinople. His employers treated his 
withdrawal as a deliberate disregard of instructions, and 
summarily dismissed him, and he having brought an action 
for wrongful dismissal in the Supreme Court of Cyprus, it 
was held that in doing what he did do, he was not acting 
unreasonably, and the question arose what damages he 
was entitled to. The Privy Council held that he was 
entitled to damages in sterling fixed at the rate ruling 
on the date of his dismissal. In the recent case of Ottoman 
Bank of Nicosia v. Dascalopoulos, 1934, A.C. 354, the 
respondent had been employed by the appellant bank 
since 1905. The appeilant bank transacted business as 
the Cyprus branch of a Turkish parent banking corpora- 
tion which owned it, and according to the terms of his 
original contract of service with the parent Turkish bank 
his salary was paid in Turkish pounds. His pension was 
based upon his salary at retirement. Before the War the 
Turkish pound was a coin of specified gold content, but 
in I915 paper money was issued by the Turkish Govern- 
ment, and made legal tender in Turkey. The respondent 
had previously been employed with the parent Turkish 
Sank in Turkey, but was transferred to the service of 
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the appellant bank at Cyprus in 1923, and was employed 
there until the end of 1931, when he retired. In Cyprus 
his salary was paid at the rate of 100 Cyprus £ per I10 
Turkish {. That rate was originally adopted when both 
England and Turkey were on the gold standard, and was 
based upon the gold content of the English sovereign, 
which was interchangeable with the Cyprus £ and the 
Turkish £ at those rates. The Judicial Committee of the 
Privy Council held that the respondent’s pension was 
payable in Turkish gold pounds converted into Cyprus 
currency at the rate of exchange on the day of each 
payment. 

Company Law.—There have been recently one or two 
decisions of passing interest to bankers relating to com- 
pany law and the duties of directors. In Re Allen Craig 
& Co., London, Ltd., 1934, 50 T.L.R. 301, the point was 
raised whether upon a proper construction of sec. 134 (I) 
of the Companies Act, 1929, auditors of a company are 
obliged to send a copy of their report to every member 
of the company. Sec. 134 (1) reads :—‘‘ The auditors 
shall make a report to the members on the accounts 
examined by them, and on every balance sheet laid 
before the company in general meeting during their 
tenure of office, and the report shall state——’’ Mr. 
Justice Bennett, upon an application of the liquidator of 
Allen Craig & Co., Ltd., on a misfeasance summons held 
that though the plain wording of the section required 
the auditors to send a report to every member of the 
company, such had not been the practice, and ‘“‘ members’’ 
mentioned in sec. 134 (1) could not mean “ all the mem- 
bers,’ which would require the auditors to send a copy 
of their report by post to every member, but must mean 
merely that every member was entitled to have a copy 
of the report. The duty of auditors was completed when 
they sent their report to the secretary of the company, 
leaving the secretary or the directors to perform the 
duties which the statute imposed of convening a general 
meeting. 

It is becoming more and more the practice for directors 
who are lending their name to a company to promote its 
goodwill without taking an active part in its affairs to 
cover themselves by getting inserted in the articles of 
association clauses which in effect go behind the Com- 
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panies Act, 1929, and entitle them to indemnity out of 
the company’s assets for any liability they may personally 
incur by so acting as directors. In Tomlinson v. Adamson 
and another (liquidators of Scottish Amalgamated Silks, 
Ltd., in liquidation), 1934, S.C. 85, a director had so 
endeavoured to protect himself by inserting an indemnity 
clause against all costs, losses and expenses which might 
be incurred by reason of any act done by him as a director. 
The company went into voluntary liquidation and he was 
charged with alleged fraud. He was acquitted. He then 
lodged a claim in the liquidation for the expenses incurred 
by him in his defence. The liquidator rejected his claim 
and he appealed, alleging that he was entitled to indem- 
nity, either under the express indemnity clause or at 
common law as agent incurring liability while acting 
as such agent for the company. It was held that such 
legal expenses as he had been put to in defence upon his 
prosecution were too remote to be covered either by the 
express indemnity clause, or at common law, his prosecu- 
tion not being a natural consequence of his acting as 
such director and agent for the company. 


Appointments and Retirements 


Barclays Bank. 


Lieutenant-Colonel Sir Murrough John Wilson, 
K.B.E., has been appointed a Local Director of Barclays 
Bank, Limited, at the York Local Head Office. 


Lloyds Bank 

Mr. E. A. Finlinson is retiring from the post of Joint 
Manager at Halifax, after over fifty years of banking 
service. He was born in 1869 and educated at Hudders- 
field College. His first banking appointment was in 
May, 1884, with the Halifax and Huddersfield Union 
Banking Co., Ltd., at Huddersfield. In November of 
that year he was transferred to the Head Office at Halifax. 
He became sub-Manager there in 1894 and Manager in 
1g11. In 1919 he was appointed Union Bank Branch 
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Manager of Lloyds Bank, and in 1932 was made Joint 
Manager. He is a Fellow of the Institute of Bankers. 
Mr. Finlinson is Vice-President and Hon. Treasurer of 
Royal Halifax Infirmary, Hon. Treasurer of Halifax 
Tradesmen’s Benevolent Institution and of Halifax 
District Nursing Association, and Governor and Hon. 
Treasurer of John Abbott’s Trustees Ladies’ Home. Mr. 
W. G. Hill will in future be sole Manager. 

Mr. J. E. Hempseed is retiring from the post of 
Manager at Temple Row, Birmingham. He was born in 
1869 and educated at King Edward VI School, Birming- 
ham. He joined Lloyds Bank at Birmingham, the first 
Head Office of the bank, in 1885, and later went to the 
Temple Row branch as cashier. In 1908 he was appointed 
Manager at Jamaica Row, Birmingham, and in 1913 
became Assistant Manager of the Branch in New Street. 
He was appointed Manager at Walsall in 1916 and 
Controller of Advances in the District Office at Birming- 
ham in 1920. In 1924 he became Joint Manager of the 
Temple Row branch, and later was made sole Manager. 
Mr. Hempseed is Hon. Treasurer and Vice-President of 
the Birmingham Hospital Saturday Fund, and a member 
of the council of the Edgbaston Church of England 
College for Girls. He has lectured in recent years on 
banking subjects to the Birmingham Chartered Account- 
ants’ Students’ Society and the Birmingham Incorporated 
Students’ Society. He is succeeded by Mr. C. Lees, 
hitherto Assistant Manager. 


Martins Bank 


The Directors of Martins Bank, Limited, announce 
that Mr. Frederic A. Bates, M.C., A.F.C., of Gyrn 
Castle, Llanasa, Holywell, North Wales, has been elected 
to a seat on the General Board of the bank. Mr. Bates is 
a partner in Messrs. Edward Bates and Sons, general 
merchants, and is Deputy Chairman of the Cunard Steam- 
ship Co., Ltd., a Director of the Liverpool & London & 
Globe Insurance Co., Ltd., the Royal Insurance Co., 
Ltd., and Messrs. Thos. and John Brocklebank, Limited. 
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American Banking 
By a Correspondent 


URING May and the first week in June a number 
D of important banking changes were announced 

in Wall Street in conformity with the require- 
ments of the Banking Act of 1933. By June 16, one 
year after the date of the enactment of that measure, 
banks doing a deposit business were required to divest 
themselves of all connection with the securities business 
and to submit themselves to periodic examination by 
the State or federal authorities. Although one year had 
been allowed for the accomplishment of these changes 
and the stagnation in the securities’ markets had 
facilitated the winding up of investment banking affairs, 
the radical nature of the changes had made it extremely 
difficult for some of the more important banks to 
conform with the requirements of the law. 

The changes involved the liquidation of the securities 
affiliates of the three largest banks in the country, insti- 
tutions which had in the hey-day of new financing during 
the twenties played a dominant part. It was necessary 
for the large private banking houses, such as J. P. 
Morgan & Co. and Kuhn, Loeb & Co., to make the 
difficult choice between continuing their general banking 
business and giving up their investment banking activi- 
ties, or vice versa. These private firms had also to 
decide, if they chose to continue to accept deposits, 
whether they would submit themselves to examination 
by the New York State Banking Department or by the 
Federal authorities represented by either the Federal 
Reserve Bank of New York or the Comptroller of the 
Currency. In view of the fact that none of these institu- 
tions had in the past ever published statements of their 
condition, or divulged any material information about 
their affairs to the public, the choice was not so difficult 
as was the fact of having to submit to examination at all. 

The problem faced by the three large commercial 
banks, the Chase National Bank, the National City 
Bank, and the Guaranty Trust Company in divorcing 
themselves from the securities business which they had 
conducted through their respective affiliates, involved 
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not merely the untangling of the closely connected 
affairs of parent bank and security company, but also the 
task of salvaging as much as possible for stockholders 
who had already been hurt by the fall in the value of 
the assets of these institutions during the four years of 
the depression. 

The Chase National Bank, which began somewhat 
earlier than the other two to wind up the affairs of its 
securities’ distributing company, the Chase-Harris Forbes 
Corporation, and its investment company, the Chase 
Corporation, made arrangements with the First National 
Bank of Boston to merge the business of its affiliate 
with that of the Boston Bank, the First of Boston 
Corporation. Shareholders of the respective banks were 
given the right to subscribe to the capital of the 
resultant investment banking corporation. The Chase 
organisation contributed to the merger the name Harris- 
Forbes, which had in former years occupied a high place 
in American investment banking, its good-will, and the 
custody of its records. More tangible assets are in process 
of liquidation and the identity which formerly existed 
between the stock of the Chase Corporation and its 
parent bank has been dissolved. 

The National City Bank, having explored without 
results the possibilities of selling the business and good- 
will of its affiliate, the City Company of New York, Inc., 
formerly known as the National City Company, 
announced early in June that it had placed the corpora- 
tion in liquidation and that its name would disappear 
from Wall Street. Certain important executives of the 
City Company, however, entered into arrangements with 
partners of the private banking house of Brown Bros. 
Harriman & Co. for the formation of a new firm to be 
calied Brown Harriman & Co., Inc., which is to take 
over the securities business of Brown Bros. Harriman 
& Co. and, through acquiring a large part of the former 
personnel of the City Company, to seek to continue the 
securities’ business formerly conducted by that organi- 
sation. 

A somewhat similar arrangement was made with 
respect to the Guaranty Company, affiliate of the 
Guaranty Trust Co. which is to be dissolved. Officers 
of the Guaranty Company are joining the investment 
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firm of Edward B. Smith & Co. and taking with them a 
considerable part of the former personnel. 

The private bankers have made their choice between 
investment banking and deposit banking, partly on the 
basis of which activity had been the more important for 
them and partly in accordance with their estimates of 
the future prospects for profit under the Securities Act 
of 1933 which imposes drastic restrictions on the issuing, 
underwriting and sale of securities. J. P. Morgan & Co. 
has decided to contiaue its general banking business 
and, up to June 8, had made no attempt to set up its 
securities’ business under a separate organisation. The 
expectation is that the firm will simply confine itself to 
general banking and an official decision to this effect 
has since been published. If in the future it becomes 
apparent that underwriting is to be once more a 
lucrative occupation, it seems likely that some of the 
partners of the firm may resign and organise an invest- 
ment banking house. 

Certain other houses, as, for example, Lehman Brothers 
and J. & W. Seligman, which have never held large 
deposits, have chosen to relinquish their deposit business 
and to become exclusively security houses. 

The course followed by Brown Bros. Harriman & Co., 
that of dividing the two branches of the business, main- 
taining the original banking business in the old firm and 
transferring the investment business to a new organisa- 
tion, although it appears to be the most obvious solution 
of the problem, has been adopted by no other house. 
The method seems to have been far less painful than 
those adopted by other firms, for the partners who have 
remained with the original firm have contributed the 
major part of the capital of the new company and will 
therefore continue as in the past to share in the profits 
of both branches of the business. It came as a surprise 
to a considerable portion of the financial community 
that an arrangement of this character was possible under 
the law, but the firm in question has had exhaustive legal 
advice and is, moreover, through one of its partners, in 
close contact with the administration in Washington. 
It may therefore be assumed that the action taken is in 
accordance not merely with the letter of the law, but 
with the spirit animating those who are responsible for it. 
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One of the most interesting developments of the 
period has been the election by J. P. Morgan & Co., 
Brown Bros. Harriman & Co. and A. Iselin & Co. of 
supervision by the New York State Banking Department 
rather than by the Federal authorities. Under Section 21 
of the Banking Act organisations which receive deposits 
were required to submit to periodic examination by the 
Federal Reserve Bank or the Comptroller of the Currency 
unless they were by June 16 already under the super- 
vision of existing State authorities. J. P. Morgan & 
Co. and the other firms mentioned have in the past 
been exempt from examination by the New York State 
Superintendent of Banks and might have continued so 
had they wished to permit themselves to be examined 
by the Federal Reserve Bank. Inasmuch as they already 
supply that institution with considerable data and have 
always been on friendly terms with it, it might have 
been supposed that they would follow this course. 
Instead, they have applied for a new license from the 
State Banking Department under conditions which will 
require periodic examination and the publication of 
statements of condition. The decision is significant in 
that it reflects the Wall Street opinion that the Federal 
Reserve system has come to be a creature of the Treasury 
and as such subject to political influence. 

The bill to regulate the stock exchanges was finally 
enacted by Congress and signed by the President early 
in June. In its amended form it is far less objectionable 
than when it was originally presented, but it still contains 
an ample equipment of the “ teeth’’ which President 
Roosevelt demanded. The demand of the New York 
Stock Exchange for an independent commission to 
administer the bill as opposed to the Federal Trade 
Commission, which the Administration had wished to 
place in charge of the measure, has been acceded to, but 
inasmuch as the President has the power to appoint the 
Commission and is understood to be prepared to place 
on it a group of the present members of the Federal 
Trade Commission, there appears to have been little in 
that victory. 

The full effects of the bill will only become apparent 
after a period of operation, as the Commission set up 
under it will have wide powers and the restrictive effects 








48 THE BANKER 


of the measure upon stock market trading will depend 
entirely upon the attitude adopted by the Commission. 
Margin requirements set up in the bill are in many 
cases no more drastic than those now required by the 
New York Stock Exchange itself, although they will 
rapidly become so should a rise in security prices take 
place. Safeguards have been supplied, however, by 
authority given to the Federal Reserve Board to alter 
these margin requirements from time to time and by 
provision postponing for a period the application of these 
requirements to outstanding accounts. 

The depressed frame of mind which Wall Street 
created for itself during the long and unsuccessful fight 
against the Stock Exchange bill has continued and has 
in no way been relieved by the evidence which accumu- 
lated during May that the seasonal recovery in business 
had reached its peak and that recession had set in. The 
threat of strikes, particularly in the steel industry, has 
still further damped sentiment in financial circles. 

The decision of Great Britain to suspend war 
debt payments was regarded as inevitable by bankers 
and occasioned little stir. The weakness of the pound 
sterling, however, and the renewed fall of the franc 
below the gold import point have created some 
uneasiness in foreign exchange circles, where the belief 
is general that the full effects of the devaluation of the 
dollar earlier in the year have not yet been felt. 

The weekly Federal Reserve statistics continue to be 
dominated and obscured by the operations of the 
Treasury. Transfers of gold certificates by the Treasury 
to the Federal Reserve Banks to create deposit balances 
continue to be a weekly occurrence and by enabling the 
Treasury to avoid withdrawals from its commercial bank 
deposits have contributed toward maintaining the excess 
reserves of member banks at close to the high record of 
$1I,700,000,000. 

Early in May steps were taken by the Treasury to 
place the recently created stabilisation fund in a position 
to conduct active operations. $200,000,000 out of the 
$2,000,000,000 authorised for the fund were placed in 
active account. Half of this amount was lodged with 
the Federal Reserve Banks through a transfer of gold 
certificates and has been carried in the Federal Reserve 
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statements in a miscellaneous item called “‘ other de- 
posits,’’ where its use can be effectively obscured. The 
fund has been used to a small extent to make purchases 
of silver, but it is impossible to tell if it has intervened in 
the foreign exchange market. 

The remonetisation of silver proposed by President 
Roosevelt in response to the silver bloc on May 22 is 
regarded by bankers as merely another step away from 
the principle of sound money. The measure is infla- 
tionary in character, but it merely adds to the potential 
means of credit and currency expansion which already 
existed in a superlative degree without bringing to bear 
any new active force that could result in expansion. It 
is safe to assume that the inflationist and silver groups in 
Congress will not long be satisfied with what this measure 
gives them; indeed the more ardent members of these 
groups are already preparing additional legislation for 
presentation before the close of the present Congress 
with the hope of securing enactment at the next session. 
Among the measures which Senator Thomas of Oklahoma 
is understood to have prepared, are bills calling for the 
unification of all existing forms of currency under direct 
Treasury control and requiring the actual issuance of 
currency against all silver purchased by the government. 
Further efforts will be made to remove from the Federal 
Reserve what authority over the currency remains to it 
and to secure an active expansion of the money issue. 
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French Banking 
By M. Mitzakis 


N May, as in April, the French money market was 
I characterised by a decline in money rates. The 

easier tendency was officially confirmed by the reduc- 
tion of the Bank rate on May 31 from 3 to 2} per cent., 
after having been maintained at 3 per cent. since Feb- 
ruary 9. By reducing its rediscount rate, the Bank of 
France has recognised the fundamental change in the 
money market which occurred during April and May. 
Until March, the outflow of gold resulted in tight con- 
ditions, and market rates were rising, in spite of the 
expansion of credit facilities granted by the Bank of 
France. Since April, however, the outflow of gold has 
ceased, and the gold reserve has even increased. The 
hoarding of gold and of notes has declined. The result 
was a flow of funds into the money market, causing a 
decline of interest rates. 

This decline has been rather marked. The rate of 
loans on Bons de la Défense Nationale declined from 
4$ per cent. at the end of March to 33 per cent. at the 
end of April, and 24) per cent. at the end of May, for 
three months. The rate of loans for one month registered 
a similar decline, from 34% per cent. to 27% and 13 per 
cent., respectively. 
End of Endof End of 
Mar., April, May, 
1934 1934 1934 


| % % % 
Banque de France, rediscount rate 3 3 
Market rate of discount... ua ae 24 2 
Day to day money .. ne - - 28 3 
Loans on Bons de la Défense Nationale :-— 
Market rate for 1 month .. in “ 3# 3% 245 
-- 4h 3: 
3 











Market rate for 3 months 
Rates of loans on securities :— 

On the Parquet ae “i si 2 4 24 
On the Coulisse  .. “ss - és 42 4? 44 


The market rate of discount did not decline to the 
same extent as the rate of loans on Bons de la Défense. 
From 2 per cent. at the end of March it declined to 
2; per cent. at the end of May. The turnover in this 
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section of the market has been too narrow to be of any 
importance, and in any case the market rate of discount 
largely depends upon the bank rate. The rates of loans 
on securities were somewhat firm, especially in the 
Parquet. This was due to an increase of Bourse activity. 
The rise of Government bonds stimulated speculation, 
and this caused a demand for funds, especially in April, 
when the rate of loans on securities dealt in in the Parquet 
rose from 2 to 34 per cent. In May it remained around 
2} per cent. as a result of the liquidation of speculative 
positions. The rise of rentes was, in fact, checked, and 
a slight reaction set in, after the sharp rise in May. In 
the Coulisse activity did not fluctuate to an extent. 
On the whole, that market remained very quiet, and 
loans on securities declined only from 4? to 4} per cent. 
in May. 


RATE OF TREASURY BILLS. 


Before Since Since 
May17 Mayi19 May30 











% % % 
I month ia oe a se 2 14 I 
1-2 months os oe - oe 24 2 14 
2-3 months ws na - 3 24 2 
3-12 months oe oe es oe 34 3 3 


The improvement of the money market took place 
in spite of the issue by the Treasury of new and substan- 
tial loans, which included short-term bills to cover 
current requirements. The amount of such issues is 
unknown, as the Treasury does not publish the figures 
of its floating debt, but it is believed to have been con- 
siderable. Although steps have been taken for balancing 
the budget, they have not so far produced their full 
effect. The Treasury had also to meet disbursements 
outside the budget. In spite of the fresh borrowing, 
however, the Treasury has reduced, on two occasions, 
the interest rates on its bills. On both occasions the 
reduction was } per cent., except in the case of loans 
from three to twelve months, whose rate was only reduced 
once by 4 per cent. 

The rate on Bons de la Défense Nationale was reduced 
from 4 to 3} per cent. on May 19, and to 3 per cent. on 
June 8. 


E 








52 THE BANKER 


The improvement in the monetary situation was due 
to an influx of gold into the Bank of France. In May the 
metallic reserve increased from 75,756 millions to 77,466 
millions, an increase of 1,710 millions. In April there 
was an influx of 1,143 millions, so that in two months 
the increase was nearly three milliards. Dishoarding 
supplied a large part of this amount. Gold deposits 
kept abroad—especially in London—were repatriated, 
and gold hoarded at home found its way to the Bank of 
France. At the same time, sales of gold by the British 
Exchange Equalisation Fund also contributed towards 
the increase of the French gold reserve. During the 
second half of May sterling weakened in Paris, and to 
check its decline the British monetary authorities had 
to buy sterling against francs. To acquire the francs, 
they had to cede to the Bank of France part of the gold 
they possessed. 

The weakness of sterling was not due to any distrust 
in its inherent strength. The fact is that there had 
developed a big bull position in sterling in Paris. Towards 
the end of 1933 and the beginning of 1934, sterling was 
bought by those who expected the franc to depreciate. 
These speculative positions were carried for some time, 
but were closed after the return of confidence in the franc. 
The Exchange Equalisation Fund had only to sell a 
small part of its gold reserve, as the selling pressure on 
sterling was moderate. Of the total gold influx to the 
Bank of France, amounting to 1,710 million francs in 
May, dishoarding was responsible for a large amount, 
while there were substantial imports also from Switzer- 
land and Italy. The improvement in the money market 
was not due solely to the influx of gold. The reappearance 
of hoarded notes also contributed towards it. This 
tendency is shown clearly by the Bank of France’s 
returns reproduced on the opposite page. 

The examination of the following figures reveals a 
diminution of the note issue in May from 82,833 million 
francs to 79,992 million francs, a decline of nearly 3 milliards. 
This was due to the dishoarding of notes. In fact, private 
deposits and current accounts increased from 12,434 
millions to 15,501 millions. The total sight liabilities 
advanced from 97,187 millions at the end of March to 
97,725 millions at the end of April, and to 98,669 millions 
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End of Endof End of 
Mar., April, May, 
1934 1934 1934 


—_—- 


ASSETS. (millions of francs) 

Gold reserve ws 74,613 75,756 77,466 

Foreign exchange 1 reserve ‘(total) x 835 833 862 
Sight .. e ee es on 13 14 14 
Time... sd se os - 822 819 848 

Discounts (total) .. on ws or 6,432 5,940 5,243 
Bills on France . ‘ ‘i és 6,213 5,707 5,089 
Bills on foreign countries “ i 219 233 154 

Advances on bullion id bea ea 1,563 1,550 1,536 

Advances on securities .. i ‘i 2,973 3,016 3,060 

Bonds on the Caisse Autonome .. ea 6,007 5,973 5,950 

LIABILITIES, 
Note circulation .. yi 82,833 81,502 79,992 
Current and deposit accounts (total) “ 14,354 16,223 18,677 
Of which— 

Treasury .. + - 7 89 308 537 
Caisse Autonome us ws ‘is 1,632 1,716 2,459 
Private accounts ‘im or as 12,434 13,961 15,501 
Sundry .. iia “ “a 199 238 180 

Total of sight liabilities .. ss ‘a 97,187 97,725 98,669 

Percentage of gold cover .. ne «© —-76°97% 77°52% 78°51% 


at the end of May. This was due to the increase of cash 
reserves, and would have been more pronounced but for 
the decline in discounts from 6,432 millions at the end of 
March to 5,243 millions. This contraction indicates that 
easier money conditions have enabled the banks to reduce 
the extent to which they availed themselves of the 
facilities of the central bank. 

Cheaper money conditions have confined themselves 
to the market for short loans. There is no improvement 
in the market for long-term loans. The rise of rentes 
which took place in April came to an end in May, and a 
vague feeling of depression, due, perhaps, to the inter- 
national situation, settled on the Bourse. The fiscal 
reform scheme introduced into the Chamber was unable 
to dispel it. 

At the moment when the Government prolonged the 
decrees aiming at securing budgetary equilibrium, it 
announced its intention of reorganising the fiscal system. 
This reform is to complete the restoration of budgetary 
equilibrium. It is also meant to revive trade, which is 
at present handicapped by a too complicated fiscal 
system. The amendment of old laws and the creation of 
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new laws have resulted in a confusing situation in which 
various laws sometimes conflict with each other. The 
rates of taxes have been raised, which aggravated the 
economic crisis and encouraged hoarding. In particular 
the earnings of a company, before they reach the share- 
holder, are subject to the following deductions :— 

15 per cent. tax on industrial and commercial profits ; 

17 per cent. tax on the income from securities ; 

the general income tax, rising to a maximum of 
36-3 per cent. 

In the circumstances it is not surprising if during 
times of depression capitalists prefer to maintain their 
funds in an unproductive form. To remedy this state of 
affairs the Government has decided to reduce the rate 
of various income taxes, but, in order to fight evasion, it 
has been decided to reinforce penalties. The reduction 
of certain taxes will be accompanied by a unification and 
simplification of the fiscal system. Several taxes which 
now overlap will be amalgamated, and exemptions from 
taxes will be suppressed. 

The fiscal reform scheme was well received in financial 
circles. It has been asked, however, whether the reduc- 
tion of taxes will not result in a budgetary deficit. In this 
respect it is difficult to express an opinion. The Govern- 
ment has not so far announced all details of the measures 
it proposes to take. Once Parliament has approved of 
the principles of the reform it will be put into practice 
by decrees, and it is only when the details become known 
that we can form an opinion about the probable result. 
So far as it can be judged by the known facts, there is no 
reason to fear a decline in budgetary receipts. The 
Government will do its utmost to avoid it, for it is deter- 
mined to maintain budgetary equilibrium. 


German Banking 
By a Correspondent 


HE extent to which the facilities of the Reichsbank 

are used is subject to conflicting influences. The 
revival of trade caused by unemployment relief 
works produces its effect, but there is also an increasing 
liquidity accompanied by a decline in rediscounts. Total 
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rediscounts show, therefore, only a slight change compared 
with last year. The composition of the bill portfolio has, 
however, undergone material alterations. The proportion 
of genuine commercial bills must have further declined, 
while that of unemployment relief bills must have risen. 
By the end of May the Reichsbank’s investments in 
bills, loans on securities, and Treasury bills amounted to 
Rm. 3,313 millions, against Rm. 3,305 millions a year 
ago. At the same time, its holding of gold and foreign 
exchanges declined from 449 millions to 136 millions, while 
in the meantime the Reichsbank had bought, in pursuance 
of its open market policy, securities to an amount of 
320 millions. The note circulation is 113 millions above 
its figure for 1933, and allowance has to be made also 
for the increase in the velocity of circulation. 

The reluctance of the Reichsbank regarding its open 
market policy is remarkable. Between April 30 and 
May 23, the securities eligible as note cover increased 
from 310-1 millions to 322-5 millions, but by May 31 
they had declined to 320-3 millions. During the following 
week, the Reichsbank continued to sell taxation scrips, 
while on the other hand it bought some mortgage bonds, 
municipal bonds, &c. At the time of the first announce- 
ment of the open market policy, it brought some material 
initial results. From the autumn of 1933 to the beginning 
of 1934, the prices of fixed-interest-bearing securities rose 
sharply. This movement came to a halt, however, when 
it became evident that the Reichsbank was making only 
very limited use of its open market policy, so as to safe- 
guard its liquidity and the stability of the reichsmark. 
During the last few weeks, however, bonds have resumed 
their rise, in connection with the conversion offer for the 
Reich Loan of 1929, for which notice of repayment was 
given for July 1, 1934. Originally a 7 per cent. loan, lately 
it has borne interest at 6 per cent. The Government 
offers holders in exchange a 4 per cent. loan at 95, witha 
sinking fund of Io per cent. per annum. The terms of 
redemption constitute an innovation in Germany. When 
the loan is above par, repayments take place through 
drawing; when it is under par the repayment is through 
repurchases, and the saving attained is distributed among 
the holders of the outstanding part of the loan as an 
additional dividend. This system secures the loan from a 
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fall, as a fall automatically increases its dividend. The 
arrangement of a Io per cent. sinking fund must have been 
made in connection with the open market policy of the 
Reichsbank for it enables the central bank to buy short- 
term bonds, similar to the taxation scrips. Thanks to 
this, the new loan will command a better price than could 
be expected for a 4 per cent. loan in the circumstances. 
The actual yield will amount to over 5 per cent. 

The new 4 per cent. loan will be offered for cash sub- 
scription, and also in exchange for holdings of the so-called 
Neubesitzanleihe of the Reich. These Neubesitzanleihe 
were issued to holders of old mark loans, and according 
to the original terms their value was to be fixed definitely 
after the settlement of all Reparations liabilities and the 
redemption of Dawes and Young loans. The value of these 
bonds fluctuated widely, and often influenced adversely 
the whole market of fixed-interest-bearing securities. 
The Neubesitzanleihe are now accepted in exchange for 
the new 4 per cent. loan at the rate of 3 to I, against an 
additional cash payment of 23-75 per cent. The Reich 
expects to obtain through the transaction new cash 
amounting to Rm. 47 to 48 millions. 

The issue of the new loan coincides with the increase 
in the liquidity of the German money market. The revival 
of trade resulted in an increase of liquidity, especially of the 
commercial banks. This resulted in repeated reduction of 
Treasury bill rates, while the market rate of discount was 
also reduced to 3? per cent. after having been at 3% per 
cent. for nearly two years. Compared with the bill rates in 
foreign centres, even this reduced rate is much too high. 

The interim balance sheets of the commercial banks 
for the end of April are characterised by an increase in 
deposits, a decline in advances, and an increase in bill 
holdings, indicating an increase of liquidity. Against the 
increase of inland deposits there was a further small 
decline of foreign credits. For the first time for some 
time past, there was an increase in acceptance credits ; 
as a result of the utilisation of unused credit lines brought 
about by the shortage of foreign exchange. [If in spite 
of this total credits declined, this was due to seasonal 
circumstances and also to the conversion of municipal 
short-term debts into a long-term loan. The increase of 
discounts was not due to any additional acquisition of 
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unemployment relief bills—which have been placed 
mostly with the Reichsbank—but to the additional 
supply of commercial bills, which, however, remains low, 
as the revival of trade is financed largely by unemploy- 
ment relief bills. 

The last German commercial bank to publish its 
accounts for 1933 was the Commerz- und Privatbank. 
Like the Deutsche Bank und Disconto-Gesellschaft and 
the Dresdner Bank, it has not resumed dividend pay- 
ments. It surpasses the other two banks regarding the 
writing down of doubtful assets. In addition to the current 
profit—which increased from 7:7 millions to I10°5 
millions—z2o millions are taken from the open reserve, 
in addition to the substantial bookkeeping profit obtained 
through the re-purchase of its 8,000,000 dollar notes. 
The total amount written off or placed on contingency 
reserve account must be between 50 and 70 millions. 
Outside resources declined from 1,242 millions to 1,079 
millions of reichsmarks, foreign deposits and credits 
alone declined from 350 to 250 millions. Acceptance 
credits declined from 201 to 127 millions, and loans 
advanced from 763 to 706 millions. Newcredits granted 
during 1933 amounted to Rm. 284 millions, or over 40 per 
cent. of the total amount outstanding at the end of the 
year. This proportion roughly corresponds to that of 
the Deutsche Bank and Dresdner Bank. 

With the publication of the accounts of the Commerz- 
bank, the figures for 1933 of all big banks are now avail- 
able. The two banks without branches, the Reichs- 
Kredit-Gesellschaft and the Berliner Handels-Gesellschaft, 
have maintained their favourable position and continue to 
pay a dividend. The three big banks with branches on 
the other hand were unable to resume dividend pay- 
ments, and it is doubtful whether they will be able to do 
so next year. A further strengthening of the inner 
reserves is desirable for all the banks. In spite of the 
improved liquidity of debtors, it may become necessary 
to write off further amounts, especially in respect of 
credits to stores and shipping companies. On the other 
hand, the resumption of dividend payment is all the 
more desirable as it would revive the investment demand 
for bank shares, thereby replacing official capital which 
facilitated the reconstruction of banks in 1932. 
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International Banking Keview 


SWEDEN 


S a result of the absorption of the Orebro Folkbank 
A by the Sodermanlands Enskilda Bank, the number 
of banks in Sweden has declined to 29. The total 
number of branches is now 1,042, equal to one for each 
5,970 inhabitants. The Handelsbank is the bank with 
the largest number of branches. The total share capital 
declined by 2,200,000 kronor to 505,400,000 kronor, 
while reserves declined by 7,720,000 kronor to 181,600,000 
kronor. The number of deposit accounts declined 
by 48,000 to 2,630,000, but the amount of deposits 
increased by 73,000,000 kronor to 3,620,000,000 kronor, 
an increase of 2 per cent. Loans advanced from 
3,056 millions to 3,270 millions, but discounts dropped 
from 1,169 millions to 1,103 millions. The banks’ 
holdings of debentures dropped from 297-2 millions to 
280-4 millions, while their holdings of shares increased 
from 128-7 millions to 182 millions. The amount of 
losses and those written down for 1933 was 47,060,000 
kronor against 326,800,000 kronor for 1932, while total 
net profits were 25-5 millions against 18-7 millions for 
1932. 
. SWITZERLAND 
The accounts of the Schweizerische Discontbank, 
Geneva, which got into difficulties, have now been 
published. The amount written down is 73,340,000 
francs, which wipes out entirely the outstanding share 
capital of 68,230,000 francs. Total liabilities amount 
to 223,490,000 francs, which is said to be covered almost 
entirely by the bank’s assets, but the liquidation of the 
assets is largely dependent upon the general development 
of trade. The 28,000 small depositors will be given 
preferential treatment. A committee of inquiry, con- 
sisting of two Federal judges and a nominee of the Swiss 
National Bank, has been appointed to ascertain the cause 
of the bank’s difficulties. It is believed that losses and 
immobilisations in Austria and South-Eastern Europe 
were mainly responsible for the troubles. The bank 
received support from the authorities and banks, amount- 
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ing to some 70 million francs, but it proved to be 
inadequate. 
AUSTRIA 


The annual report of the Creditanstalt reveals for 
the first time the effects of the reconstruction of the 
bank which was carried out in July, 1933. Although it 
covers but a short period of the bank’s history in its 
new form, it shows some encouraging signs of returning 
confidence and recuperative power. While a year ago it 
was anticipated that 1933 will close with a small loss, in 
reality a small profit was made. As it was earned entirely 
towards the end of the year, when the reconstruction 
began to produce its results, it is expected that 1934 
will close with a larger profit. The balance sheet gives an 
idea of the drastic nature of last year’s reconstruction. 
Its total has fallen by about 100 million schillings to 
519 million schillings. The outstanding claims of foreign 
creditors aggregate 207,500,000 schillings. 

As a result of the reconstruction, the bank has been 
divided into two sections: the industrial section, which 
concerns itself with the bank’s industrial participations, 
and the banking section which conducts a pure banking 
business. 


POLAND 


According to banking statistics just published, the 
number of publicly owned banks in Poland at the end of 
1933 was eight, with 84 branches, and there are 39 
privately owned banks with 82 branches as well as 12 
branches of foreign banks. The Bank of Poland has 
52 branches. Of the 39 privately owned banks, 14 have 
their head offices in Warsaw, 6 in Lodz, 7 in Poznan, 3 in 
Lwow and one in Kattowitz. 

The Polish Bankers’ Association decided to reduce the 
maximum rate of discount for three months’ commercial 
bills from 94% per cent. to 8$ per cent. as from June 15. 
As the actual rates have already been reduced some time 
ago as a result of the general liquidity of the money 
market, this decision merely confirms the existing state 
of affairs. As before, the fixing of discount rates below 
the maximum is permissible and is in fact done in many 
cases. 
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ROUMANIA 


A new banking law has recently been introduced in 
Roumania. It provides for banking to be carried out 
only by companies approved by the Banking Council. 
Banks whose head offices are abroad can carry on business 
on terms laid down by the new Act, but new branch offices 
may only be opened by banks with head offices in 
Roumania. Banks in Bucharest must have a capital of 
at least 20 million lei, those in large provincial towns 
10 million lei, and those in other towns 5 and 2 millions 
according to the size of the community where they are 
situated. Half the capital has to be paid up on the 
establishment of the bank, and the other half within 
a year. At least 10 per cent. of the annual net profit 
must be placed to the reserve fund. The directors 
fees have to be declared to the Banking Council, and must 
not exceed 5 per cent. of the total salaries paid. The 
total administrative expenses must not exceed 4 per cent. 
of the total deposits. All banks are to be under super- 
vision of the Banking Council which is to be composed of 
the Governor and another nominee of the National Bank, 
representatives of the Ministry of Finance and the 
Ministry of Justice, three delegates of the Banking 
Federation and a representative of the smaller banks. 





Banking Keviews 

English Reviews 

MOST important contribution to current economic 
A literature appears in the June issue of LLoyps 

BANK review, under the title of ‘“ Problems of 
Stabilisation,’ from the pen of Mr. N. F. Hall, of London 
University. He commences with an analysis of the 
conditions necessary for the restoration of the Gold 
Standard in this country, as laid down on June 21, 1933, 
by the Chancellor of the Exchequer in a speech before 
the World Monetary and Economic Conference. The 
conditions were three: “ First, that there should be a 
rise in general prices sufficient to restore equilibrium 
between prices and costs; secondly, that the causes 
which led to the breakdown of the Gold Standard, such 
as reparations, war debts and trade barriers, tariffs, 
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quotas and exchange restrictions, should be removed; 
and thirdly, that the future administration of the Gold 
Standard itself should prevent wide fluctuations in the 
purchasing power of gold in so far as these arise from 
monetary causes.’’ The first condition seems to be on 
the way to fulfilment because, although there has been 
no substantial rise in prices, there has been a considerable 
increase in the volume of economic activity upon which 
the equilibrium between costs and prices really depends. 
Turning to the second condition, Mr. Hall is less hopeful, 
because the problems of war debts and reparations have 
merely been shelved and the trade of the world is still 
shackled by tariffs, quotas and exchange restrictions. 
He suggests that progress can be made by Great Britain 
by means only of financial concessions : refunding opera- 
tions on past loans to ease the position of debtor countries, 
and a moderate use of new overseas loans, provided they 
were spent on British products. ‘“‘ Until the debtor 
countries overseas can re-equip themselves and can make 
new arrangements for financing their load of debt, they 
must inevitably rely upon quotas, tariffs and exchange 
restriction.”’ By imposing the third condition the 
writer considers that the Chancellor is in danger of 
putting the cart before the horse, because London must 
play a large part in developing a more stable Gold Stan- 
dard system, and this she can only do when a stabilised 
pound has made her more effective as an international 
centre. 

The remainder of Mr. Hall’s article deals with the 
ways in which the old automatic Gold Standard system 
of pre-war days can be improved. His suggestions are 
excellent : that provision should be made to prevent 
world trade being left purely at the mercy of fluctuations 
in the world’s supply of gold; that provision should be 
made to prevent any economic disturbance from spread- 
ing through the whole international monetary system; 
and that the differences in the costs of transporting the 
precious metals from one money market to another 
must be reduced. But he owns that the problem of 
fluctuations in the gold supply will only be solved after 
years of experience and experimentation, and that the 
means whereby his other suggestions can materialise are 
dependent upon a very high degree of international 
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co-operation and goodwill, non-existent in the world 
of to-day. The article is well worthy of close perusal; 
it is full of valuable suggestions, though some may appear 
rather Utopian under present circumstances. 

Another excellent article which appears in the same 
journal deals with ‘“‘ Some Aspects of the Unemployment 
Problem,’’ and should on no account be missed by our 
readers. The writer shows that there is a definite con- 
nection between the three main groups of capital goods, 
consumers’ goods and export goods, and that any action 
taken to assist one particular group can be made to assist 
the other groups as well. He exposes the fallacy that 
incomes can be increased by printing a sufficient supply 
of currency, and he points out the danger that the 
restoration of the cuts in unemployment benefits and in 
salaries may lead to an increase again in our imports. 
But should such an increase in imports be balanced by an 
increase in exports, not only the trade of Great Britain, 
but the trade of the whole world would benefit from our 
budget surplus. 

A powerful plea for /aissez-faire regarding the price 
level is put forward in the May issue of the WESTMINSTER 
BANK review under the title “ Rising or Falling Prices? ”’ 
The writer acknowledges that fluctuations in commodity 
prices cause inconvenience to all ranks of the community, 
but he seeks a remedy in the removal of obstructions to 
the natural adjustment of supply and demand, rather 
than in the arbitrary regulation of prices. He considers 
that it would speed up recovery in certain directions to 
raise prices by artificial means, but only at the expense 
of fresh maladjustments leading to a further setback. 
We feel that the writer has possibly laid undue emphasis 
upon some aspects of the problem, but we certainly agree 
with his summing up wherein he states that what the 
world needs to-day is “‘ action, widespread and vigorous, 
to restore economic activity to the levels of 1929, and to 
improve upon those levels. That can come only through 
the removal of the obstructions to expanding consump- 
tion and international trade, which are themselves the 
causes of low prices.” 

BARCLAYS BANK review for June contains an interest- 
ing article on ‘Economic Planning.” The writer 
points out that all schemes for the better adjustment of 
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supply and demand should aim at the stimulation of 
consumption rather than the limitation of output, and 
that all such schemes must be dependent for their success 
upon the making of international agreements on a large 
scale, which must involve a reduction of the present 
barriers to international trade. 

Under the title ““ Early Experiments in Devaluation,”’ 
the MIDLAND BANK review for May—June compares the 
devaluation procedure in the United States, Czecho- 
slovakia and Austria, and the objects in view in each 
country. The writer points out that the possibility of 
varying gold parities from time to time introduces an 
entirely new element into international monetary arrange- 
ments and that with every change in a nation’s laws 
“the gold standard becomes a new gold standard.” 
This article should be studied and compared with that 
of Mr. Hall mentioned above. 


Foreign Reviews 


We should like to draw our readers’ attention again 
to the excellent review in Spanish published by the 
BANCO DE LA NACION ARGENTINA, Buenos Aires. This 
review deals in great detail with the Argentine economic 
life. In particular the number we have just received 
discusses at some length the new measures relating to 
dealing in exchange. These new measures are com- 
plicated and the details and explanations given in this 
review should be of great use to those who have dealings 
with that country. 

The last Quarterly Review received from the NATIONAL 
BANK OF CZECHOSLOVAKIA reports that there is more 
activity in the various manufacturing trades in Czecho- 
slovakia. Imports of raw materials and exports of 
manufactured goods show considerable increases on the 
figures for recent months. The reading of this review 
gives much more encouragement than it has done for 
some considerable time. 

The CHASE Economic BULLETIN for May contains 
an address given by Professor Benjamin M. Anderson, 
Jr., Ph.D., before the School of Business of Columbia 
University, New York, entitled ‘“‘ Education for Business 
and Banking.’”” We cannot summarise Dr. Anderson’s 
speech, but the gist of it is that he considers that a good 
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liberal education should form the background to a tech- 
nical education and that it is useless for a student to 
study too deeply the details of business and banking, 
since they will vary with every institution which he 
enters after his studies are finished. We highly recom- 
mend the study of this speech to students who are 
working for their Institute of Bankers’ examinations. 
The INDEX for May, published by the NEw York 
Trust Co., contains an article entitled “‘ France.’’ ‘At 
no time has this country suffered as severely from the 
depression as have many of its neighbours. France 
was the last important industrial nation to feel the effects 
of the general trade stagnation. .. .”” One of the main 
reasons for this, the writer points out, was the enormous 
reconstruction work that had to be undertaken in that 
country after the war. The result was that France was 
equipped with the most modern and efficient machinery, 
and the depreciated value of the franc gave her a favour- 
able competitive position in the export markets. Another 
important factor of strength to France in times of econo- 
mic strain is the peasant farmer. Her losses from tourist 
traffic have been enormous. But it seems, as the writer 
points out, that the main requirement of the moment is 
a stable government. “ Although the Government now 
appears in a strong position and able to command popular 
confidence, nothing is more uncertain in France than the 
ability of any ministry to maintain its hold upon power.”’ 
The GUARANTY SURVEY, which we have received this 
month, heads its main article “‘ Business must generate 
its own recovery,’ and discusses the lapsing of the Civil 
Works Administration and the results which may arise 
when the Government withdraws from the economic 
field. ‘‘ The situation furnishes one more illustration 
of the well-known fact that it is much easier for a govern- 
ment to embark on paternalistic schemes than it is to 
escape from them later on.’”’ The main fear of the 
writer in this review is that the United States economic 
structure is being permeated by Government activities 
in industry and finance, and that in due course the 
Government will retire and its place will have to be taken 
by private business. This transition will be the crucial 
test of the whole recovery programme, and he finally 
states : ‘‘ The longer the present situation continues, the 
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more difficult it will be to effect the transition.”” The 
writer feels that the main need for the moment is to 
extend the recovery from consumption goods to capital 
goods. This requires long-terrh financing which, at the 
moment, is virtually impossible, and he considers that 
the Federal Securities Act should be modified in order to 
permit this type of financing. 


ache 


EXCHANGE CONTROL. By PAuL Ernzic. (London, 1934: 
Macmillan & Co. Price 7s. 6d. net.) 

A BOOK on the many new forms of Exchange Control 
which have grown up almost silently during and since the 
war, was long over-due, and Dr. Einzig, from his knowledge 
ot international finance, is well equipped to undertake the 
task. His description of the numerous kinds of 
Exchange Control is extremely thorough. He specifies 
each kind categorically with a few brief notes, and at 
the same time he avoids the mistake of entering into a 
mass of detail which is unintelligible to the general reader 
and also rapidly becomes out of date. It is easy to see 
from the book how Dr. Einzig’s mind is working. He 
comes down definitely upon the side of economic planning 
as opposed to /aisser-faire, and still more strongly favours 
the new system of exchange clearing as the least irksome 
and most constructive form of exchange control. With 
his ideal of a world clearing system operated by the 
Bank for International Settlements, we are in whole- 
hearted sympathy. We are not so enamoured of a world 
split up into compartments by a mass of bilateral clearing 
agreements. 


LECTURES ON PoLiTICAL Economy. By KNUT WICKSELL. 
Vol. I. General Theory. Edited with an Intro- 
duction by LIoNEL Ropsins. (London, 1934: 
George Routledge & Sons. Price 8s. 6d. net.) 


THE presence of mathematical formulae and graphs 
in the book is not encouraging for the average banker or 
business man to tackle it. Some parts of it, however, are 
written in an essentially human language, and are 
suitable for providing a more profound theoretical 
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background than can be obtained from the books written 
specially for the use of the man in the street. 


GERMAN BUSINESS CYCLES, 1924-1933. By Cart T. 
SCHMIDT. (New York, 1934: National Bureau of 
Economic Research. London: Macmillan & Co. 
Price Ios. 6d. net.) 


TuHE book provides a useful historical and statistical 
survey of the financial developments in Germany during 
the decade that elapsed between the stabilisation of the 
mark and the advent of the Hitler regime. It aims at 
ascertaining the working of the business cycle amidst the 
abnormal factors that have vitiated its tendencies. 


THE DEPRECIATION OF CAPITAL. By R. F. FOWLER. 
(London, 1934: P.S. King & Son. Price 6s. net.) 


THE author examines the problems of depreciation 
both from a theoretical and a practical point of view. 
His book is bound to be of interest to both the student 
of economics and to accountants. 


Apout Money. By EricuH Roti. (London, 1934: 
Faber and Faber. Price 7s. 6d. net.) 

Mr. ROLL is amongst those economists who realise 
the limitations of monetary policy, and take account of 
its general economic and social implications. His book is 
written for beginners, and as an elementary textbook on 
the subject it should fulfil a useful task. 


A. M. BONNER, ie 


30 LIME ST. and 7 BLOMFIELD ST. 
LONDON, E.C.3 LONDON, E.C.2 

M na 0794 RUB B ER STAMPS rv Wal 
onument 1960 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND ma DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 















TD. 


Established 














BOOKS 67 





WILL ROOSEVELT SUCCEED? By A. FENNER BROCKWAY. 
(London, 1934: George Routledge & Sons. Price 
6s. net.) 

THE chapter which is most likely to interest our 
readers is the one dealing with ‘‘ The Mystery of President 
Roosevelt’s Financial Policy,” which describes his attitude 
towards bankers. 


PUBLICATIONS RECEIVED. 

THE MODERN IDOLATRY. BEING AN ANALYSIS OF 
UsuRY AND THE PATHOLOGY OF DEBT. By 
JEFFREY MARK. (London, 1934: Chatto & 
Windus. Price 7s. 6d. net.) 

StocK EXCHANGES (LONDON & PROVINCIAL) TEN YEAR 





RECORD, 1934. (London, 1934: Fredc. C. Mathie- 
son & Sons. Price 20s. net.) 

TRUSTEE SAVINGS BANKS YEAR Book, 1934. With a 
Foreword by The Rt. Hon. NEVILLE CHAMBERLAIN. 


(Glasgow, 1934: 
3s. 6d.) 


Robert Maclehose & Co. Price 





EXCHANGE 
CONTROL 


BY PAUL EINZIG 


The first book in English dealing 
with Government intervention in 
the Foreign Exchange Market, 
Exchange Restrictions, Exchange 
Clearing and various other methods 
of Exchange Control. 


Price 7s. 6d. 
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1,853 °3 189°5 779°9 110°9 77°3 67-0 | 56-0 353°4 OCTOBER 
| 1933 
1,943°3 210-9 749°6 135-8 103°4 90-6 45-4 353-2 JANUARY 
1,885 °9 204-0 751°6 27°38 92-8 | as 79°7 367-1 Marca 
1,890 °9 215°7 749-2 138-0 luu-9 68-5 74-0 | 871°9 APRIL 
1,904 -2 202-3 760°6 117-0 77°5 | 72-5 72:3 | 3874-1 May... 
1,938°8 210-0 760-7 147°3 105-1 75-4 | 74°2 875°1 JUNE 
1,934°4 201-6 7353°3 156-2 98°5 90-6 72:8 377-2 JULY 
1,927°1 205-1 744-3 122°4 79°4 83-2 76°3 374°0 AUGUST 
1,919-1 211-7 735°7 141°3 97-3 73°38 79-6 370°8 | SEPTEMBE! 
1,912:1 215-3 732°9 149-9 104-1 73-0 | 81-2 369-3 OcTOBER 
1,883°7 213-0 722°4 143-4 106-9 70-9 | 80-4 370-2 | NOVEMBRE 
1,902°5 21U-4 721°2 137-8 101-2 b5-0 53-7 | =392-0 DECEMBER 
| 
| 1934 
1,882-3 222-0 138-4 100-6 77:1 84-2 | 366-7 JANUARY 
1,829°1 206-0 127°9 90-3 75°6 83-6 367°4 juuevaRy 
1,792:4 | 215°9 131-4 94°5 77-1 69-3 378-8 ARCH 
1,814°5 | 218-8 | 136° 99-5 75°7 77 5 373°7 APRIL 
1.819°9 | 214°8 | 185°5 99-4 76-9 73:2 378°1 | May 








2 Averaye of four or five weekly returas. 
* Since December, 1931, tigures relate to last Wednesday iu each month, 
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OMCENTRAL BANKS! Table I—cont. 
: + } | ARGENTINA 
*ZECHO- 1s INGARY | SWITZER-| gp , | —__—_—_ 
sth | POLAND | OvaKia AUSTRIA |HUNGARY] ITALY LAND SPAIN JAPAN Ss ceimnatens | Sunnie 
broad | | Office | la Nacion 
| | x 
09 Bt 13-0 | 9-4 6-2 | 5:8 57°3 28-4 96:7 | 85-4 | 84:5 | 0-3 
0-9 92 13-0 9-4 6-2 | 4°5 57°4 | 25°5 96-0 85:9 77°4 0-4 
thar | 1368 9-4 6-2 | 4-0 58-1 33-4 96-3 87-3 | 64:7 | 0-3 
re 13°3 9°3 5°5 3°8 58-9 67-4 90°3 82-3 67-1 | 0-3 
9B a2 } 
om io 13°8 10-0 5°5 ; 87 60-9 93-1 89-1 48-1 61°8 ; 0-2 
39 Bae? 13-2 10-0 5-2 | 3-6 | 60-9 96-7 | 89-3 44-0 51:0 | 0-2 
43 7 11°2 10-0 4°3 3°5 61-3 103-4 89-4 43-9 61:0 | 0-2 
$'] cm 11°3 10°1 4°3 3°5 62°6 104-6 89°5 | 43-9 | 51°0 0-2 
| | 
| - 11°6 10°4 4°3 3°5 63-2 98-0 89-6 43°5 51-0 0-2 
$1 8 — 11°3 10°4 4°3 3-5 68-0 100°5 89°6 | 43-5 51-0 0-2 
H ee ee ee ee 
ly am 10°9 . . 3- 2° . . } 3- 51° +f 
1 ee re ec te es: 
1 oi 10°9 “4 . | . 75 6 72-1 . e | . . 
6g — 10°9 10°4 4°3 | 3-5 | 76-0 72-1 89°6 43°5 51-0 0:2 
28 10-9 10°4 4-9 3:5 76-2 73-2 89-6 43-5 as .. 
28 10-9 10:4 4:9 3:5 76°3 76:5 89-6 43-5 51: | . 
28 - 10-9 10°4 4:9 2°8 76-6 79-2 89°6 43°5 60-0 0-2 
Hy: (HS) Bt EE | EE | BE Be) BF) Be) ee 8s 
1 - 11:0 . . 9. "6. 7 . 8 . . . . 
14 - 11:0 13-94 5°5 2-8 76-8 72°83 | 89°7 43°5 47-6 0:2 
te 11-1 13-94 5-5 2-8 74°4 69-2 89°7 43°5 47°6 
wee 1l°1 13-94 6-2 | 2°8 | 74:0 64°8 89°7 43°9 47°6 
ig - 1:2 13:94 70 } £8 | et 64:9 | 89-7 ch, a Se 
ion or nearest the first of the month. 
Hanking Department. 
February ist, 1934. 
lay February 17th, 1934. 
Table III GOLD MOVEMENTS 
eeap aa | UNITED KINGDOM | UNITED STATS 
| | a ee 
N Net } } | Net ITPUT 
Influs (+) Imports Exports Imports (+)} Imports | Exports | Imports (+) aten 
or Efflux (—) Risarts (=) | Senos (= fine ounce 
. £ millions £ millions | £ millions ¢ millions | $ millions | $ millions | $ millions | £ millions 
1931 | | 
JANUARY .. — 7°5 7°3 16:2 — 8- 34-4 | _ | + 84-4 3-9 
APRIL ni == 7 5-9 0-9 + 5:0 49-5 | _ | + 49°5 3°7 
JULY oe —31°7 10-0 36-8 —26°9 20°5 | 1:0 } + 19°65 | 3-9 
OCTOBER _ 8°6 5°3 + 3:3 60-9 | 398:6 | —337°7 4:0 
1932 | | 
JANUARY .. _ 17°1 | 21°5 — 44 82:9 | 107-°9 | — 75-0 4°06 
7 és .~ P os.6 5°5 + .; 2. | =. |— a 4°0 
JCLY ee + I°6 8 7°4 + 5° 6° } 23° } — 7% 4-2 
OCTOBER ,. _ 9°3 8-2 +11 | 20°7 | _ | + 20-7 4-1 
| | 
1933 
JANUARY + 6°6 9-3 | 22-3 +13-0 128-5 | _ +128°5 4-1 
MARCH +25°9 24°3 4°5 +19°8 14-9 | 87:0 | — 22-1 4-0 
APRIL +12°3 20-0 3-7 +16°3 6-8 | 16°7 —- 99 3-8 
May... =: 82-0 3°8 +28°2 1°8 22°9 es 21-1 4:0 
JUNE + 3°3 24-0 | 3:7 +21°3 1-1 4-4 ass 3°3 3-9 
ivcosr ton | ies ro )6| Sa | ia | ae |—aoa | fo 
G _ + U- 4° “0 + 7° . . = . ° 
SEPTEMBER. . + O-1 16-4 2-0 +14°4 1-5 | 58-3 — 56°8 2:8 
femmes. | Oe BS | $3 SOG | BS IRE) a 
P\ en *§ . Q- +24- . | . | — . . 
DECEMBER... | + 0-09 23-4 0:5 422-9 1:7 10-8 | — 91 3-9 
1934 
YuNvARY - + 0:17 19-1 0:9 | +18-2 1-9 4°7 i- _2°8 3-9 
eRUARY ae - 83-3 48:7 | +34°6 452°6 _ +452-6 3°56 
{ARCH +0 46-3 28-0 | +18°3 237°6 — +237°6 | 3-7 
APRIL + 0-2 14°4 8-2 | +62 3°7 
MAY + 0-1 14-7 773 | + 6:9 3-6 








Week ending 


~ 1933 
NOVEMBER 


3 
1 


DECEMBER 1 


1934 
JANUARY 


FEBRUARY 


ioe Prone 
Cm OI Oe rNIOWD 


_ 


PAR OF EXCHANGE.. 
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TableIV MONEY] RATES 
LONDON # 
Discount Rates Treasury Bills 
Day to | bo 
Bank Rate Day Bank Bills | Fine Trade | Weekly Tender sank 
—_ =e 3 months 3 dame Hate Offered | Pm ‘oad 
' 
Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £ millions Per ce 
sa, ¢ | =) 

2 3 # 2% 017 7:57 45 | 77:3 2 

2 n le 2 019 0-02 45 715 2 

2 ? 1s 2t 019 0-29 45 67°5 9 

2 i lis 2} 019 2-89 45 76-0 ° 

2 3 14 23 019 0-79 50 71°6 5 

2 ? 1% 2t i me 50 | 67-0 9 

2 i 1t 2; 1 3 10°66 50 | 7-4 9 

2 3 lt 23 1 2 11°46 45 |; 63-0 2 

2 2 1é 2% 019 4-05 45 } 915 5 

° 2 4 l* 2} 0 18 11-50 35 76°3 9 
° 2 a 33 2% 0 16 11-69 30 | 66-1 9 
° 2 4 1 2+ 018 2-05 30 | 66-0 9 
é p G 1 2} 018 1-41 35 72-0 2 
‘ 2 ' 1 2+ O 17 11°74 40 72-0 1h 
s 2 2) 2t 017 5-8l 35 53°5 1} 
° 2 ‘ }3 2t 016 5-52 35 | 63-8 1k 
‘ 2 7 3 24 017 2-92 35 | 67-8 1} 
. 2 t £4 2¢ 018 4°75 40 64°6 1k 
: 2 ; # 2} 018 0-77 40 69:7 ij 
. 2 A & 24 015 6-22 40 74°8 1h 
° 2 i 3 2t 0 13 11-75 40 68:6 1} 
: 2 tt 2¢ 017 9-99 40 69-0 ib 
7 2 # 2t 017 9-01 40 80-4 lk 
‘ 2 % 2¢ 0 17 10-93 40 84-5 1} 
e 2 i 2+ 0 17 10-70 40 78°3 1} 
° 2 ot 2¢ 017 8-49 40 69°4 1} 
e 2 { +} 2t 017 1°95 40 80:0 1} 
‘“ 2 at 2t 017 2-11 35 76°7 1} 
. 2 i # * 016 6:66 35 68:8 it 
: 2 A 58 2 O17 3:45 40 73-0 1k 
. 2 $ # 23 017 2-57 40 73-7 1} 
° 2 4 a 3 017 4:00 40 77°5 lf 

. : 4 # 2 017 0-19 35 63:8 1} 





* Thursday's quotations owing to intervention of Easter. 
All figures given above are the rates ruling on Friday of each week. 














1931 
JANUARY 
APRIL 
JULY 
OCTOBER 


JANUARY 
APRIL 

JULY .. 
OCTOBER 


1933 
JANUARY 
APRIL 
MAY 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTORER 
NOVEMBER 
DECEMBER 


1934 
JANUARY 
FEBRUARY 


MARCH .. ee 


APRIL 
MAY 


1932 

















Table V oe FOREIGY § EXCHAD 
DAILT BB averaGes 
NEW YORK|MONTREAL| PARIS | BRUSSELS MILAN ZURICH MADRID ANSTERE 
$to£ $to£ Fr. to£ Belga to £ Lire to £ Fr. to £ P’tas to £ Fl. to £ 
: 5 ahi § oe a a 

Pi | | Pe | 12¢°31 35°00 92°46 as"aats as°2als 12107 
4°8551 4°8645 123-81 34°815 92-739 25-076 46-640 12-066 
4°8599 48621 124-28 34-950 92-815 25°235 47-015 12-106 
4-8566 4°8729 123-82 34-815 92-865 24-994 52-018 12-05¢ 
3-8887 4-°3700 98-66 27-794 75°352 19-823 43-366 9-636 
° 3°4303 4-0377 87-11 24-689 68-017 17-582 40-809 8°54] 
° 3°7520 4°1716 95°12 26-778 72-840 19-299 48°783 9-262 
° 3°5522 4°0757 90-60 25-608 69-567 18°256 44-041 8-814 
. 3°3990 3°7233 86°58 24-460 66-374 17-606 41-517 8+450 
3°4218 3°8367 86-07 24-228 65-642 17-416 41-072 8-361 
3°5851 4°2188 87-25 24-600 66-705 17-770 40°347 8-168 
3°9379 4°4870 85-57 24-189 64-660 17-439 39°377 | 8°357 
4°1412 4-5988 86-07 24-267 64-799 17 +564 39-865 8-440 
4°6438 4°9050 85°24 23-903 63-124 17-267 39-921 8-263 
4°5040 4°7717 83-85 23-527 62-399 16-989 39-306 | 8-139 

: 4-°6608 4-8260 80-36 22-552 59-780 16-259 37-438 7°800 
e 4-6676 4-777 80-20 22-533 59-673 16-210 37-546 7°784 
ae 5-1363 5-0667 82-16 23-061 61-035 16-587 39-071 7°973 
5-1181 50796 83-61 23-565 62-305 16 °920 40-143 8-145 

. 5-0592 5-0739 81-36 22-938 60-781 16-484 38-957 7-943 
° 5-0338 5-0700 77°81 22-913 58-516 15-843 37-807 7°617 
e 5-0960 5-1004 77°37 21-849 59-303 15-765 37-369 7°565 
i 5-1544 5°1416 77-88 21-978 60°144 15-872 37-592 7-591 
oe 5°1054 5 +0938 77-20 21-805 60-893 15-695 37°204_| 7519 








! 
| 
| 





1 The old parity of 25-2215 “Bandoned as f 


ndoned as f1 


2 The old parity of 25-2215 
3 Quoted Poth—-3oth only. 
4 Offictal rate 36-54. ag, 
5 Since dollar devaluation pa"23 i} . 
6 Since devaluation DP 


25, 









Vv] RATES 


Bank Rate 


bore 


tc boron bopnot 


boro ro re 


Pmt ph ph ph fh hh fe fb fh fa fe fh fh fd fh fh fd 
1 Rahm NO Ne Ba Rl i BP Nl RS RO NSP Ra Rh 1 Nl Ha Ba bg 


G\ f EXCHANGES 





AMSTERDAM 


Fl.to £ 


8-541 
*263 
"814 
*450 


Oo 


DININDOnwmooa 





15 ¥ 


Sih. 
525, 


2-066 
*106 
056 
*630 


re 


pas pe pe 
ee Oe 


“361 
‘168 
+357 
*440 


982 
263 


800 
784 
973 
*145 


Jom pee fet bb td 
Se GO OS SS CO rh thm oh he te 


“943 
*617 
*565 

591 
“519 


pat ft fd ed 


te he ke Go 


YORK 


Discount 
Rate 


cent. 


BERLIN 


-to£ 


-419 
*409 
“967 
*702 


“454 
*73838 
"959 
*291 


97 


“4 


-679 
-410 
*375 


*002 


wae 


"fe 
*206 
-166 
-466 
*710 


*440 


-929 


831 
020 


936 


andoned as from June 25, 1928. 
andoned as from December 22, 1 


‘75 
3°40 
“97 
*63 


927. 


Call Money 


Per cent. 


PRAGUE 
Kronen to £ | 


o 
104°25 


91 
06 


‘Ol 


63 


+42 


21 
61 
43 


2 
36 


lank Rate 


Per cent. 


WARSAW 
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Table [V—cont. 


PARIS 


Market 


Rate 


~] 


rororm rorrer 
BRS DR a RO a 


trotoroiororopror 
t 


b 


ee BR De 


SS Re a ht a RU Na NS a ay Ba Na 
] 


pon borne 


pe or 


VO OOWWOOKwewMOwOMOAOwOKwwKww 


oror 
1 ap ta 


NDI TSN NN NNNNNNMNwWwewerrlonrnr 


em OR BO Gs OE OI BNIENIEMIS Daa 


(a) Nominal. 


Table V—cont. 


Zloty to £ Kr. to £ 
47°38 28159 
3-312 18-138 
3°375 13-148 
3-412 18-145 
4°646 16°3811 

17-867 
19-643 
19-484 


19-387 
19-400 
19-400 
19-400 
28-391 19-400 
28-193 19-400 
27-024 19-400 
27-216 19.400 
26-990 19-400 


Discount 


Per cent. 


Fh bee eh 


| laalaiaamiamimiemiaaianionianlastat tk ee) 


STOCKHOLM 


3 
19°05 
19-428 





BERLIN 


Bank Rate 


Per cent. 


BOMBAY 


d. per Rupee 


18 


*78 
“8D 
“S81 
"33 


*O4 
06 
aif 


ats 
3°06 
-08 
“08 
07 


06 


“O04 
*O4 
7°93 


U4 


07 


“09 
5-09 
‘09 
“05 








AMSTERDAM 


ce 39 09 C9 G9 Oo COED CO 
rorsroro rors rororo 
Dhe BRA EKG OL0, 

Sea separ 


woo 


torr 


wa 
7 


orer 


oro 


Go Go C2 GO G9 C9 CO Co GO OS 


BSE R ITNT ZO So I CO CEN lps MY FIED YS SOA 


oborotor 


Go tO 
or 


torr 


62 69 62 eo 
= jee te a ON yo sn 


Past Pet mt DIS Beat dpe pet 


com ww 


pororr 


oo 


Ca C= 1 BS NE RO LS NS I Bp BS A BEE NS I ROI Ba RS Nap a RO RR ha La RP ta Ho BO 


nopor 


are 


1 GT be he 


ee be ee ee OT 
20 b >In oO 


oo ee ee 
te 


71 


Private 
Discount 
Rate 


Per cent. 


BUENOS 
AIRES 
d. per 

Gold Peso 


47°619 


*49 
*63 
“61 
02 


“08 
*60 
60 (3) 
“EZ 


“96 
“94 


> 40 
*94(4) 
7°16 (4) 
3-26 (4) 
29 (4) 
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Table VI BRITISH TRADEfAND D 


COAL PIG-IRON (1) STEEL (1 tor 


Exports 
Production (including 
Coke 


Number of 
Furnaces in 
Blast 
at end of 
mouth 


Production Production Im 


Millions of Millions of 


Thousands of Thousands of Thou 
Tons Tons T 


Tons Tons of ” 


1931 
JANUARY 
APRIL 
JULY.. 
OCTOBER 


1932 
JANUARY 
APRIL 
JULY.. 
OCTOBER 


1933 
JANUARY 
MARCH 
APRIL 
MAY .. 
JUNE.. 

JULY .. 
AveuUstT ee 
SEPTEMBER .. 
OCTORER 
NOVEMBER 
DECEMBER 


Said 
cow 


we im COCO DS DO 


o 
~ 


1934 
JANUARY 
FEBRUARY ee oe . ee U Uo 
MARCH ° ee “se oe ne 2 ¢ ‘ 839 
APRIL oe oe oe oe as . 3° 8 717 
May .. oe ida . 3° 7380 


(1) Returns issued by 


Table VI BRITISH TRADE AND INDUSTRY—cont. 


i 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 


5 
4 Index of 
2 . : Percent- Numbers Produc- 
Imports Exports Re-exports London Provincial Total Compar age of on Live tion 
“Country” atere insured Register (Quarterly) 
Total persons 
£ £ £ : £ £ unem- aoe’ 1924 = 10 
millions millions millions millions millions milions millions ployed omitted 


3 


9 


1931 1931 
JANUARY . 5 6 37°6 }- “g . . 22- 2.614 JANUARY 
APRIL - . 32-5 S. “5 3°4 ‘ 21-1 “{ 2,532 APRIL 
JULY se 3° 21°; 5 5 1 JULY .. 
OCTOBER .. . 32- “§ . . 3° 20: “¢ 75 ° OCTOBER 


1932 1932 
JANUARY .. Ss : 5-2 9- , 3:8 21- 2: 73 91°! JANUARY 
APRIL j ‘ APRIL 
JULY JOLY... 
OCTOBER OCTOBER 


1933 1933 
JANUARY JANUARY 
MARCH Marca 


, APRIL 
APRIL s gl 
JUNE... 
d 


ovo 
mm DOO wms 


Owes 
ee 
t 


Sows! 


MAY 

Sear JoLy 

JULY ne 

A : a AUGUST 

SEPTEMBER 2'337 SEPTEMBE: 

OCTOBER 2,299 | me 
2/280 } EF 
gio04 J DECEMBER 


2°442 
2411 


= 


NOVEMBER 
DECEMBER 


ht) 
WW DO WI wot 
AMWNVOWBWaeNwWAaA 


Stam Coe 
Om Wroeesy 


TE ie ale le is Be od 
NO Oe Oe 
em oS CoS 


1 
ot 


1934 ’ 1934 
JANUARY ... 64°7 3° 2,389 JANUARY 
FEBRUARY 57-4 5-2 9-6 “4 . 2 3: 2,318 ‘ FEBRUARY 
MARCH ..| 62 3: 5:6 é > 2: : 2,202 » Marca 
APRIL : 56:3 | 30- 5: ‘ 2 23+5 i 2.148 § Arzu 
MAY sot Gh 32° . Y-6 3°¢ 3°! 2]! yet 2.090 May 

1 Daily averages. 2 Country ” clearings at London Clearing House. 3 Total clearings (London 1 The 
“Country” and Provincia)) adjusted for comparative purposes, by application of Board of Trade index comparisor 
number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns. Since December, 1931, Gok 
figures published monthly. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 





STATISTICAL TABLES 3 
DE FAND INDUSTRY Table VI—cont. 


IRON EES T Jone g MACHINERY COTTON WOOL 
CTUR 








Exports of ts of Exports of Exports of Exports of 

Imports ports Imports Exports Yarus Pi Goods Tops Wool and Wool and 
1 Worsted Worsted 
Yarns Tissues 

Thousar I ands t Millions of Millions of Millions Millions Millions of 
of Tons Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs, Sq. Yds. 














293 167 1,181 11°3 155-6 2-4 2-4 10-4 
193 188 1,216 10°8 135°2 2°3 2-4 5-0 
231 168 1,227 11-3 177°3 2-5 3°53 6°6 
276 159 1,693 12°8 143-1 2°6 4-0 6-7 
170 167 925 2,701 16-4 179-9 3-4 3-4 8-5 
145 180 769 3,210 13-9 199-3 3°6 2:9 6-3 
119 1538 635 2.608 9-5 198°3 2-4 3-7 7.6 
163 160 734 2,249 10-9 133-4 4-7 3:4 5:9 
69 149 72 10-6 197°3 3°3 2-8 8-4 
97 155 689 12°8 209°9 4-3 3°1 7°9 
77 133 630 12-4 171°2 3°0 2°8 5°5 
85 79 719 10°9 1638°7 3°6 3°2 6°1 
69 154 672 10°6 141°6 3°8 3-2 6-6 
63 156 599 10°4 154°7 4°3 4°3 8-9 
80) 55 763 11-0 149-0 3-7 4°6 10°5 
“0 157 681 11-7 163-0 3°7 4:2 8-6 
89 O4 792 12-3 155-6 4°6 4°6 7°6 
92 S4 851 12-7 170-5 4-1 4-1 7-9 
91 173 S04 11:1 155°5 3°5 3°5 7°8 
120 164 856 2,516 12:8 179°1 40 4-0 9-9 
123 42 793 2,134 11:3 168-2 3°9 3-1 9-5 
122 71 901 2,486 11°9 170-0 4°6 3:7 8-8 
125 165 “44 4.553 10°7 1536 y 8 3:4 68 
122 IOI 1,142 2,837 11-3 150°6 3° 3-9 Tl 
ed by IB the National Federation of Iron and Steel Manufacturers, 
y - ” 
Table VII COMMODITY PRICES 
NITED KINGDOM U.S.A. GERMANY FRANCE ITALY. 
Cost of 
Wholesale 1 Wholesale Wholesale Living Wholesale Cost of Wholesale Cost of 
ost of Depart Statis- Statis- Statis- Living Living 
Living ment of tisches tisches tigue Statis- 
ard of ** Econ- Ministry Labo Reichsamt! Reichs- ‘iénérale tique 
omist” of Labour amt Générale) 
J 1913/14 duly (Jan.-July 
= 140 1913 = , 19 100 1913 = 100 1913 = 100 10 1913 = 100 1914 = 100) 1915 = 100, «1914 = 1 





1931 (a) (b) (b) 


576 590 362 ae 








JANUARY... 106-9 91-3 152 112°38 115-2 140-4 
APRIL ae 105-7 90-0 147 107-2 113-7 137-2 548 5389 353 _ 
JULY .. ava 102-2 86-0 145 103°2 111-7 137-4 500 565 337 - 
OCTOBER BY 104°4 90-1 146 100:7 107°1 133°1 457 531 330 473 
1932 
JANUARY rv 105-8 90-0 147 96-4 100-0 124°5 439 534 326 470 
APRIL mt 102-4 86-3 143 93°8 98-4 121-7 439 535 319 474 
JULY .. us 97-7 82-7 141 92-4 95°9 121-5 430 517 300 456 
OCTOBER ac 101°1 85-3 143 92-3 94°3 119-0 412 516 304 465 
1933 
JANUARY .. =: 100-3 84°2 141 87-4 91-0 117°4 $11 YL ro: 296 461 
Marca ; 97-6 82-3 137 86-2 91-1 116-6 390 S 523 287 451 
97 2-3 ‘ 86-2 g 3s J 287 
APRIL ne 97-2 84°5 136 86°5 90-7 116°6 387 | 444 
May .. ia 99-+2 87°5 136 89°8 91-9 118°2 383 > 516 447 
JUNE... ‘oe 101-7 89°5 138 93°1 92-9 118-8 403 J 8: 447 
JULY .. -. 102°3 89-9 139 98-7 93°9 118°7 401 283 440 
AUGUST si 102-5 89-7 141 99-6 94-2 118°4 397 > 516 2382 446 
SEPTEMBER .. 103-0 RO°5 141 101-4 94-9 119:°0 397 J 281 448 
OCTOBER 2 102-6 88:1 143 102-0 95-7 119-8 397 } Si7 445 
NOVEMBER .. 102-8 86-8 143 101-9 96-0 120-4 403 - 526 275 450 
DECEMBER .. 102-3 88-0 142 101°4 96-2 120°9 407 J 277 457 
1 1934 
} JANUARY ., 104°6 90-4 141 103-4 96-3 20-9 405 278 420 
FEBRUARY 105-3 90-6 140 105°4 96-2 120-7 400 . 526 276 448 
Marcu sa 103°8 90-0 139 105°6 95-9 120°6 04 J : 446 
» APRIL ? 102-8 90-0 137 105-0 05-8 120°6 487 
May x 1lU2-4 90-0 138 96-2 120°3 ss 
] i The indices, which are for the lst of the month, are entered for the previous month to facilitate 
: coMparison. 
‘ f 2 Gold index. (a) Revised index. (b) New index. 
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The National Provincial Bank’s 
New Headquarters at Liverpool 
By Professor C. H. Reilly 


HAVE often advocated in these columns that a new 
I bank, especially when of a monumental character, and 
representing an important addition to the architectur 
of a town, should be opened with some little ceremony, 


‘a 


WATER STREET FACADE SHOWING FLANK 
if possible, of a civic character. It would be better fot 
subsequent business, I suggest, than just slipping into 
the town like a thief in the night, the building covered 
with scaffolding one day, and no one quite knowing what 
it is that is growing up behind the screen of poles and 
boards, and then the next day the scaffold down and 
cleared away and the doors open with the hope that 
customers will walk in. No doubt such restraint is very 
English and unostentatious, but it is a little unfair to the 
artist who has done all the work. The sculptor and the 
portrait painter have their works heralded into the 
world by some unveiling ceremony, but never the 
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architect. If the banks will not do anything to help 
themselves by announcing their arrival, they might do it 
for his sake. It is therefore with considerable pleasure 
that I hear that this important new building of the 
National Provincial Bank’s, at Liverpool, was treated 
differently and that the Lord Mayor of Liverpool and 
other representative people paid a formal visit to it on 
a opening day, and were received by °% Colin F. 

ampbell, the Chairman of the Bank, Mr. F. A. Johnston, 
the Deputy Chairman and Mr. Ernest Cornwall, the Chief 


[HE OLD FACADE BEFORE RECONSTRUCTION 
General Manager. I cannot find, however, in the speeches, 
as reported, any reference to the architects, Messrs. 
Palmer and Holden. I should like to think that due 
reference was made to this distinguished pair. 

The building is in Water Street, Liverpool, a short 
steep street running down from the Town Hall to the 
river. Twenty-five years ago this street was almost 
entirely lined with the offices of the big Liverpool 
shipping firms. Now it is almost all banks, though the 
largest building of all, and perhaps the biggest office 
Duilding in the county, is India Buildings, recently 
erected by the owners of the famous Blue Funnel Line. 
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India Buildings, on the left-hand side as one goes down 
the hill, was set back some twenty feet to widen it, 
with the result that when Martins Bank sold _ thei 
building next door and moved across the road into their 
great new premises, it was a condition of the sale “s 
their old building should be set back to a like extent, 

if replaced by a new one, it should take up the new ie 

Now the old premises of Martins Bank, better known 
to Liverpudlians as the Bank of Liverpool, where, in the 
late Sir James Hope Simpson’s time and in that of his 
two successors in management, nearly every good caus¢ 
in Liverpool found its treasurer, were a_ well- built stone 
building of late Victorian classic, black with Liverpool 
smoke externally but otherwise in good condition, and 
lined with marble in the taste of the latter part of last 
century. The problem facing the purchasers, the 
National Provincial Bank, was, therefore, whether they 
should pull down the whole building and rebuild it as 
a great new block of bank and offices over like its 
neighbours, or merely rebuild the front portion, making 
a new facade to Water Street and alter the remaining 
premises to their purpose, which would not be so very 
different from that of the old bank. Considering the 
amount of new office building there has been in recent 
years in Liverpool, and particularly in this street, they 
were probably wise in settling on the latter course. In 
doing so, however, they set their architects a very 
difficult problem—the problem of building in a particular 
phase of classical architecture with which to- day few 
people have much sympathy owing to its inherent and 
ornate pretentiousness. 

The architects wisely left the back portion of the 
original building as far as the exterior was concerned 
alone. With its long arcade of ground floor windows 
to the return street, and its simple square-headed ones 
separated by small pilasters above, it was the pleasantest 
part of the old bank exterior. To this, as will be seen 
from the photograph, they made a plain return of some 
six feet and then built in front a new shallow but much 
taller block, one room thick and three stories high. 
Now this front block has to hold its own against India 
3uildings on its right, more than twice its height, and the 
new Martins Bank opposite, equally lofty and in simpler 
modern classic by the same architect, Herbert Rowse. 
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Under these conditions it will be understood Messrs. 
Palmer and Holder were almost forced to build some- 
thing rather aggressive, both to give any prominence at 
all to the new bank, and to harmonise the new work 





DETAIL OF EXTERIOR AND MAIN DOOR 


with the old work behind. It will be seen they have 
done this. At a time when architects are beginning to 
feel that a great order of columns applied to the whole 
facade of a building is a thing only an American linen- 
draper undertakes, they have felt such was necessary 
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here to give the requisite emphasis. For myself, I fancy 
it could have been done in some quieter way and that 
by adding these big fluted columns to this isolated block 
they have made it look a little too artificial, almost 
like some effort of a child with an expensive box ot 





THE MAIN BANKING HALL 





bricks. It will be noticed that the range of columns is 
raised up so high because of the need of carrying round 
the building the tall ground floor circular-headed win- 
dows. The architects, however, have done more than 
this. They have carried round the horizontal groovings 
of the stonework as well. It is largely these groovings 
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which give the ground storey, I think, a rather hard 
look and which seem, especially when one finds that 
they stop abruptly for part of its height against the 
return flank, to tie the building together with a series 
of thin lines like so much string. To weld together the 
two main storeys of the new front so that the vertically 
fluted columns should not be too isolated from the rich 
ground storey, with its strongly horizontal treatment, 
the architects have introduced between each pair of 
columns an isolated balcony. While they serve this 
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DETAIL OF THE INTERIOR 


particular purpose quite well, one has the feeling that 
these balconies, standing up unattached to anything, 
are, like the columns themselves, part of a child’s box of 
bricks, ornaments that are provided by the toy makers 
ready-made for use rather than necessary functional 
things growing naturally out of the building and its 
purpose. 

Turning now to the interior one finds, instead of the 
old Victorian muddle, with its Lyons Corner House 
marble walls, a simple and imposing barrel vaulted hall, 
running the length of the building with banking counter 
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and clerks’ space on either side. The idea of this is very 
fine. From its length and height and fine stretch of plain 
marble flooring—the old marble wall lining now put to 
a better use—it must be very impressive ‘and make a 


first glance what appears to be one of the finest ie 


interiors in the country. It is only when one begins to 
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look into the detail again that, owing no doubt once more 
to the difficulty of combining modern simplicity with 
Victorian ornateness, one begins to find things to criticise. 
The main idea of a great long top-lit barrel vault 
carried on piers between which one sees space for the 
ledger clerks spreading out on either side is magnificent. 
Having thought of that, however, and having built it, 
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was it necessary once more to plant an order of columns 
in front of the piers? It is the piers behind the columns 
which obviously do the work. These columns are no 
doubt very fine in themselves, though they are far too 
wide apart to make a classical range of columns. The 
entablature they carry, with its. representations of 
different Greek coins in the frieze, is, too, very interesting, 
but one feels, except at the ends of the ‘ault, where the 
columns actually carry this entablature across an open 
space, that it, also, is so much unnecessary display. 
Banks, of course, have to show their wealth and solidity 
in their buildings, but the better way I suggest, is to 
show it in the solidity of the structure rather than to apply 
unnecessary features, however magnificent and expansive 
these may be in themselves. One admits only too readily 
the difficulty the architects have been under in this 
building, and one knows the excellence of their work 
all over the country for this bank whenever they have 
had a straightforward new building to deal with. I wish 
here they “had been allowed to pull down the old 
Martins’ Bank entirely, even if only to rebuild it as a 
bank, and not as a bank combined with a great block 
of offices. One feels everywhere they have been straining 
to make the best of work they do not really care for. 
If one takes the rather Swedish looking pieces of relief 
sculpture of mermaids and fishes in the spaces between 
the columns under the main entablature one feels that 
here are things charming and light, elegant and modern 
in themselves, which the arc hitects have enjoyed intro- 
ducing, but which neither belong properly to the building 
as a whole, nor do they adequately ornament the spaces 
of wall on which they are placed. 

Generally, then, we may say that the architects have 
in this important building produced a bank with a fine 
plan, as far as the public space is concerned, and an 
interior of impressive proportions, but both in that 
and in their exterior have been unfairly handicapped by 
having had to assimilate into their building work 
with which it is to-day impossible to have complete 
sympathy. 











